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NATIONAL ECONOMIC POLICY 


TECHNOLOGICAL REVOLUTION AS CORE OF PARTY WORK STRESSED 
Beijing JINGJI YANJIU [ECONOMIC RESEARCH] in Chinese No 3, 20 Mar 79 pp 29-3: 


[Article by Sun Shangging [1327 1424 3237] and Chen Jiyuan [7115 0679 0337]: 
“The Shift of Emphasis of Party Work and Technological Revolution"] 


[Text] I 


According to the resolution of the Third Plenary Session of the llth Party 
Central Committee, the emphasis of the party's work, beginning from this 
year, will be shifted to socialist modernization. This forms a new chapter 
of history and opens a brand new historical course for the Chinese people. 
Whether or not this fundamental shift of historical significance can be 
smoothly carried out will have a bearing on the destiny of our party and 
our country. 


For the victorious advance of the proletarian revolution, it is necessary 

to firmly grasp the central task in every historical epoch. Under different 
historical conditions, the various tasks for proletarian revolution are 
different and subject to change. The party's task is to promptly and accur- 
ately discover every principal contradiction in every period of the changing 
political-economic situation, ascertain the focus of work and accordingly 
advance the revolutionary cause. Lenin has likened the revolutionary cause 
to a complex chain, and taught the revolutionaries to discover the main 
link in the chain of changes during certain historical periods. If this 
link is firmly grasped, they will be able to control the whole chain and 
then achieve strategic victories. 


From the standpoint of every major historical period, we can see that the 
party's central task before the seizure of political power by the proletariat 
was to smash the old world. At that time, the party had to use its main 
force to lead the proletariat and the other laborers in carrying out the 
revolution and smashing the old state machinery in order to change the old 
relations of production and to liberate the productive forces. Under the 
leadership of the CC” headed by Comrade Mao Zedong, the Chinese revolution 
took the road of using the countryside to surround the cities and setting 

up revolutionary bases in areas encircled by the white regime. At that 





time, the enemy attempted to not only conquer us by armed forces, but also 
to strangle us economically. Therefore, while leading the people in the 
revolutionary war, the party had to use part of its strength to mobilize 
the masses in the base areas to carry out all necessary and practical eco- 
nomic undertakings. Yet, under the historical conditions then existing, 
the party's central task was to carry ou the revolutionary war, while 
economic construction in the base areas was intended to serve the centra 
task of destroying the old world, to insure material supplies for the 
people's army and to improve the living conditions of the broad masses in 
order to arouse their enthusiasm in joining in the revolutionary struggle. 
Economic construction then was also intended as a means of consolidating 
the worker-peasant alliance and the worker-peasant democratic dictatorship 
and strengthening the leadership of the proletariat. Leading the Chinese 
people in the long revolutionary war against imperialism, feudalism and 
bureaucratic capitalism, Comrade Maso Zedong opposed the erroneous ideas 

and tendency of not only ignoring or negating construction work in the base 
areas, but also of carrying out economic construction without “ntegrating 
it with the revolutionary war. He also criticized the mistaken ideas of 
those who held that economic construction had become the central task at 
that time. He clearly pointed out: “At the present stage, economic construc- 
tion must revolve around our central task, the revolutionary war. Today, 
the revolutionary war is our central task, which economic construction 
should serve, center on and be subordinated to." (Mao Zedong: "Pay Atten- 
tion to Economic Work,” "Selected Works of Mao Zedong,” Vol 1, p i09) 


After victory was won in the revolutionary war and nationwide political 
power was seized, the party's central task shifted from destroying the old 
world to establishing a new world. Setting up and consolidating socialist 
relations of production, launching socialist economic construction, and 
protecting and developing the productive forces became the core of all 
party work. In March 1949, on the eve of the nationwide victory for the 
Chinese revolution, Chairman Mao aptly pointed out in the Second Plenary 
Session of the Seventh Party Central Committee: "The center of gravity of 
the party's work has shifted from the village to the city." “Here the 
central task of the party is to mobilize all forces to restore and develop 
production.” “Other work in the cities, for example, in party organization, 
in organs of political power, in trade unions and other people's organiza- 
tions, in culture and education, in the elimination of counterrevolutionaries, 
in news agencies, newspapers and broadcasting stations--all this work 
revolves around and serves the central task, production and construction." 
He also proudly declared to the world: "We are not only good at destroying 
the old world, we are also good at building the new world." (Mao Zedong: 
"Report to the Second Plenary Session of the Seventh CCP Central Committee,” 
"Selected Works of Mao Zedong,” Vol 4, pp 1317, 1319, 1318 and 1329) The 
seizure of nationwide political power marked the shift of the focus of 
party work from revolutionary war to economic construction, but the comple- 
tion of this strategic transformation required due process. Old politics, 
economics and ideas could not be eliminated in one day, and the enemy was 
not reconciled *o defeat. Therefore, at the beginning of the shift of the 

















focus of party work, we had to spend some time and energy in getting rid of 
the remnants of old forces and in protecting the new-forn socialist ste-c. 
However, during the historical stage of building a new world, destruc. _on 
served the purpose of construction. Our destruction of what was left of 
the old world and our struggle with enemies at home and abroad was for the 
purpose of clear’ng the way and creating the necessary conditions for large- 
scale construction throughout the whole country. During the early post- 
Liberation pericd, we launched three nationwide movements--the movement to 
resict U.S. aggression and to aid Korea, the lend reform movement and the 
movement to supp.‘ess counterrevolutionaries--precisely for this purpose. 
Therefore, Comraie Mao Zedong said: The war to resist U.S. aggression and 
aid Korea was “an important factor in our country's construction." (Mao 
Zedong: “Combat Bourgeois Ideas in the Party," "Selected Works of Mao Zedong,” 
Vol 5, p 44) It was carried out for the purpose of ineuring « peaceful 
environment for our economic construction. The land reform resolved the 
contradiction between the landlords and the peasants and thus aroused the 
great enthusiasm of the broad masses of peasants in developing production 

and paved the way for the setting up of cooperatives later on. The main 
purpose of the movement to suppress counterrevolutionaries was to "assuage 
people's anger and to help production.” (Mao Zedong: “Strike Surely, 
Accurately and Relentlessly in Suppressing Counterrevolutionaries," “Selected 
Works of Mao Zedong," Vol 5, p 44) Since these three revolutionary move- 
ments all the time revolved around the central task of economic construc- 
tion, we were able to fundamentally improve our national financial and 
economic situation through these successful revolutionary movements. Further- 
more, we successfully restored our national economy and created the necessary 
conditions for large-scale socialist construci:ion projects. 


The year 1952 marked the end of the stage of national economic restoration. 
At this time, the Party Central Committee promptly formulated the General 
Line for the Transition Period calling for the gradual socialist transforma- 
tion of agriculture, handicraft and capitalist industry and commerce, while 
accomplishing socialist indtstrialization step by step. The general line 
correctly embodied the spir/.t cf socialist transformation as a means of 
serving socialist construction, and the development of socialist economy 
provided a material foundation for the socialist transformation of agri- 
walture, handicraft and capitalist industry and commerce. The transforma- 
tion was for the purpose of construction, and the completion of socialist 
transformation marked a step forward in liberating productive forces and in 
opening a new way for developing socialist construction. In leading the 
transformation of the system of ownership, the party has all along paid 
attention to the need for socialist revolution to serve the central task 

of socialist construction. That was why throughout the process of soci-list 
transformation, there was no disruption of production or of social orde:, 
but, instead, a continued increas of production and a rapid rise in the 
standard f£ living for the people. 


When the socialist transformation of the system of ownership of the ~eans 
of production had been basically completed, our country entered into a new 
phase with the building of a modern and powerful socialist country as its 








immediate goal. It was then possible, and necessary, to concentrate our 
main energy on economic construction, and there was no need to spend so such 
energy on large-scale social reform as we did earlier. The Eighth NPC 

in 1956 put forward the distinctive goal of “transforming our country from 
a backward agricultural cone into an advanced socialist industrial one." 
Comrade Mao Zedong called on the whole party and people throughout the 
country to surpass the United States economically in 50 or 60 years. (See 
Mao Zedong: "Strengthen Party Unity and Carry Forward Party Tradi-ions," 
"Selected Works of Mao Zedong,” Vol 5, p 296) In 1957, Comrade Mao Zedong 
formulsted the scientific thesis that the large-scale, turbulent class 
struggles 2f the masses characteristic of times of revolution have in the 
main come t> an end. He set the task for "the new battle, the battle 
against nature, to develop our economy." In 1958, the "Eighth National “ 
Congress” of the party issued a more specific call for "a struggle to build 

our country into a great socialist country with modern industry, modern 

agriculture and modern science and culture." (Resolution of the Second 

Session of the Eighth CCP Central Committee Concerning the Report on the 

Work of the Central Committee") Comrade Mao Zedong pointed out: "While 

continuing the socialist revolution on the political and ideological fronts, 

we must stress technological revolution in our party work." (Quoted from 

"Notice From the CCP Central Committee on the Convention of the National 

Science Conference") 


From the above, we can see that during the period of national economic 
recovery and the First Five-Year Plan, there wis a clear guiding thought 

for the focus of the whole party's work to be shifted from fighting to con- 
struction with notable success. Upon the basic completion of the trans- 
formation of the system of ownership of the means of production, the party 
again put forward, correctly and in good time, the task of building a 

great modern socialist country. This was in fact a demand for a shift of 
the focus of the work of the whole party to modernization. However, because 
of the erroneous guiding thought and errors in work, the shift was seriously 
hampered. The main error was that although serious class struggle was over 
in theory, it was enlarged and absolutized in practice, and "targets" of 
class struggle and line struggle were artificially created. This type of 
class struggle served as an excuse to hamper the shift to modernization. 
Moreover, although some people theoretically respected economic laws and agreed 
that objective laws are independent of man's will and that the use of 
subjective initiative should conform to objective laws, they one-sidedly 
stress subjective initiative in guiding construction, sometimes even to 

the point of voluntarism. They ignored economic laws and carried on their 
work according to “the superior's will." They theoretically agreed that 
putting politics in command should be combined with material incentive; 

yet, in trying to arouse the enthusiasm of the workers and staff, they one- 
sidedly stressed and exaggerated the role of political education, while over- 
looking, or even criticizing material incentives for individuals and the 
principle “to each according to his work,” and so forth. Therefore, generally 
speaking, the shift of party work to modernization could not be accomplished. 
Since 1957, socialist economy has “-“ its ups and downs, but no sustained 








improvement. After 1966, Lin Biao and the “gang of four” were on their 
rampage and completely negated economic construction as the focus of << 
current party work, thus bringing greve disasters to our national ec.uomy. 


Under the leadership of the Party Central Committee headed by Comrade Hus 
Guofeng and after two years’ fierce struggle and intensive efforts to expose 
and criticize the "gang of four,” a great victory was won for the nationwide 
“exposure and criticism” movement and investigations on all peojle and 
atters connected with the conspiracy of the “gang of four" for usurping 
party and stat« power have been basically completed. On the ideological 
front, we have also achieved great success in eliminating chaos, restoring 
order and setting things right at the source. We have now gained initial 
success ip consolidating various departments and units. Politically, 
organizationally, ideologically and vocationally, this has prepared the 
conditions for the shift of the focus of party work in order to realize 

the great transformation with modernization as its core. 


Before the seizure of political power as we can see, the proletariat's 
work in various fields revolved around the organization, conservation and 
development of its own class forces and the unification with other working 
masses for overthrowing the bourgeois political rule. After the seizure 
of political power, it had to shift the focus of work at an appropriate 
time to socialist construction in order to develop the productive forces 
and to consolidate socialist relations of production and the superstructure. 
All other types of work should revolve around this central task. This is 
in accordance with the general strategic thought of the party in leading 
the revolution and construction, as well as the objective law developed 
during the proletarian revolution. 


II 


The task of accomplishing the four modernizations concerns many different 
fields and is complex in nature. To shift the focus of party work and 

to fulfill the task of modernization, we feel that, aside from a clear 
understanding of modernization as the focus of work during the new historical 
period, we have to conduct a specific study on the various contradictions 
inherent in the four modernizations and to discover among them the principal 
contradiction. Only thus can we, in the course of realizing the four 
modernizations, grasp the central link and then smoothly fulfill our task 

in various fields. 


The fundamental requirement for accomplishing the four modernizations is 
to adopt modern advanced technology to transform and equip various depart- 
ments of agriculture, industry, national defense and science and technology 
s0 as to provide a modern and advanced technological foundat‘on for the 
entire national econony. Therefore, we must understand that technologica! 
revolution is the central] link which must be grasped in accomplishing the 
four modernizations. This holds true both theoretically and practi.*'ly. 





First, let us look at the relationship between modernized productive forces 
and technological revolution. Speaking of our country's current situation, 
we can see that the modernization of productive forces is an urgint task 
for consolidating and developing the socialist system. Our socislist 
political system with the dictatorship of the proletariat as its core, and 
our economic system with the public ownership of the means of production 

as its foundation are both advanced systexs. However, our productive forces 
are still backward, and labor productivity very low. At present, we have 
to feed several hundred millions of people, and according to the average 
labor productivity in agriculture, the output of grain in our country was 
much less than one-tenth of those of advanced agricultural countries. In 
industry, transportation, capital construction and other fields, most of 
the work is done manually. The labor productivity of our steel industry 

is tens of times less than that of advanced foreign countries. The number 
of our coal workers and st«{i is equal to the sum total of their counter- 
parts in coal producing countries the world over; yet our output is only 
one-fifth of theirs. In hizh molecular synthesis, atomic energy, computers, 
aerospace and other new iudu:.cies, the disparity between us ard foreign 
countries is even greater. Productive forces decide the relations of pro- 
duction and the economic *ase decides the superstructure. The backward 
productive forces in our country have a direct bearing on the consolida- 
tion and development of socialist relations of production and the super- 
structure. In order to consolidate and develop the socialist system, there- 
fore, we must modernize the productive forces, because it would be impossible 
to build a socialist society on a foundation of backward productive forces 
and undsr conditions of extreme poverty. Worse still, it may even bring 
about a resurrection of the decadent forces of the old society with the 
dangerr. of capitalist restoration. As Lenin aptly pointed out, "If there 

is no electrification, capitalist restoration is inevitable." (Lenin: 
"Outline of ‘On Grain Tax',” "Collected Works of Lenin,” Vol 32, p 313) 


Modernization of productive forces must have technological revolution as 
its core, because technological revolution is the main road for developing 
production. As everyone knows, there are no more than two methods in 
developing production: One is to increase the amount of labor, and the 
other is to raise labor productivity. Within a certain period, the amount 
of labor used in production is determined by the number of laborers and 
the time and intensity of labor. Under the socialist system, we generally 
do not adopt the method of p-olonging labor time or increasing labor 
intensity to increase the amount of labor, because of the need to protect 
the laborers’ health and in consideration of their overall development. 

Te increase the amount of labor, the only way is to i::crease the number of 
productive laborers. Increasing the number of laborers cannot solve the 
fundamental vroblem, because such increase cannot be unlimited. Therefore, 
raising iabor productivity is the main way out. 


Labor productivity can be decided by many factors, including the technical 
equipment used by the 'aborers, science and the application o” science 

in production, the quality of raw and other materials, rational or irra- 
tional organization of production, the average level of the laborers’ skill, 
the natural environments, and so forth. 








Along with the very rapid development of sciences and the ever increasing 
large-scale application. sciences in production, the technical equipme..- 
for laborers, such as their machinery, power and other facilities (in - iding 
the level of the laborers’ technical skill) have played an increasing role 
in raising iabor productivity. The history of social production has shown 
that important technical inventions and their widespread utilization have 
brought about epoch-making revolutions and given a strong impetus to the 
development of production. 


From the invention of the steam engine in the 18th century to the utiliza- 
tion of atomic energy in the 20th century, laborers themselves have become 
less and less important as a force of production. Compared with technical 
know-how and utilization of natural forces, people's physical strength has 
become almost negligible. Machinery has substituted for manual labor. 

From the very beginning, the number of tools simultaneously used in an 
operating machine has surpassed the number which natural human organs are 
capable of handling. The role played by individual skills in handicraft 
production can never by compared with that played by the high precision 
machines which are emerging in quick succession in the production of high 
quality goods. Along with the widespread use of computers in production, 
machinery has replaced not only strenuous human labor, but also the function 
of the human brain. Therefore, along with the application of sciences in 
production and th: development of technological revo.ution, machinery has 
raised labor productivity tens or hundreds of times. Such sut:cess can never 
be possible if we only rely on increasing the amount of labor for produc- 
tion development. 


More than a century ago, based on his observation of the development of pro- 
duction in the capitalist machinery industry, Marx clearly pointed out 

the ever increasing importance of science and technology in raising produc- 
tivity. He said: "To the degree that large industry develops, the creation 
of real wealth comes to depend less on labor time and on the amount of labor 
employed than on the power of the agencies (agentien) set in motion during 
labor time." (Marx: "Grundrisse: Foundations of the Critique of Political 
Economy" (rough draft) (1857-1858) Vol 3, People's Publishing House, 1963 
Edition, p 356) He also said: "The entire production process appears as 
not subsumed under the direct skillfulness of the workers, but rather as 

the technological application of science. Direct labor is reduced to a 
mere moment of this process." (Ibid p 349) Practice has proved Marx's 
scientific thesis to be entirely correct. According to rough statistics 

in foreign countries, the rise of labor productivity at the beginning of 

the 20th century, because of the adoption of new sciences and technology, 
was only 20 percent. Now, after the rapid advance of science and tech- 
nology, labor productivity has risen to 60-80 percent for the same reason. 


Therefore, under present conditious, it is necessary to grasp technological 
revolution as the key link before the main industrial departments can use 
automation in the process of production; before communications and ‘*rans- 
portation can handle large volumes of traffic speedily; and before tney 
can provide agriculture and other departments of the national economy with 








large amounts of modern technological equipment, all within this century. 

Of course, it is also necessary to train people for operating modern tech- 
nical equipment and to raise the level of people's technical know-how and 
their methods of management in order that the advanced technological equip- 
ment can be used to good advantage. Only thus can we modernize the productive 
forces and eliminate the disparity of labor productivity between our country 
and the advanced countries. Only thus can we meet the fast growing material 
and cultural requirements and supply our people with sufficient consumer 

goods of rich varieties. 


Let us now look at modernized national defense and technological revolution. 
According to Marxist views, apart from the human element, weaponry is also 
an important factor. Engels said: "The army's whole organization and 
method of warfare, and with them victory or defeat, prove to be dependent 
on material, that is, on economic conditions, on the human material and the 
war material, and therefore on the quality and quantity of the population 
on technical development." (Engels: "“Anti-Duhring," "Selected Works of 
Marx and Engels," Vol 3 p 210) The combination of people and weapon hecomes 
a force, and the force requires the whole process of production as its 
foundation or a foundation of economic power, economic conditions and 
materials. In this sense, we can say that force is a kind of economic 
power, and that a struggle between forces is also a trial of economic 
strength. Therefore, to avoid defeat in the struggle of forces, we must 
strengthen ourselves economically while improving people's political and 
technological quality. This will help consolidate the material and tech- 
nological foundation required by such force. 





Modernization of national defense is closely related to the development of 
national economy, science and technology. The development of modern weaponry 
epitomizes new achievements in various branches of modern science and tech- 
nology. The widespread use of science and technology in various production 
departments has signified the transformation of science and technology to 
direct productive forces. Furthermore, on the basis of large-scale industrial 
technology, science and technology can be easily transformed into military 
strength. It would be impossible to modernize national defense or to improve 
the functions and quality of weapons without production development, tech- 
nological revolution or scientific and technological modernization. 


In more than 100 years since the mid-19th century, we suffered repeated 
defeats in the face of constant armed aggressions from imperialist countries. 
Why? It was because of, first, a corrupt system, and second, backward 
economy and technology. Now that our social system is changed, the first 
problem has been solved. However, there is still no basic change in our 
backward economy and technology. Unless the situation of our lagging far 
behind imperialist countries is radically changed, the backwardness of our 
economy and technology is an important matter of our national survival. 


Lin Biao and the “gang of four" viciously attacked our improvement of 
weaponry as the "theory that weapon decides everything." They grossly 
exaggerated the importance of the human element in the outcume of wars 








and completely rejected weapons as an important factor in deciding victory 
or defeat. People and material were thus placed in opposing positionr. 

The fallacy of Lin Biao and the "gang of four" was in fact only a carun 
copy of Duhring’s "force as a mere act of the will." Engels derided him 

in these words: "If we put Herr Duhring in the supreme command in the next 
naval war, without torpedoes or any other artifices, he will destroy all 
fleets of armored ships, slaves as they are ef the economic situation, 
solely by virtue of his ‘direct force.*" (Engels: "“Anti-Duhring" "Selected 
Works of Marx and Engels," Vol 3 p 213) Would it not be a good idca to 

use these excellent remarks to describe Lin Biao and the “gang of four" 

who preached about the “omnipotence of spirit" and “spirit decides every- 
thing"? 


Judging from the relationship between the modernization of science and 
technology and the technological revolution, we can see that technological 
revolution is an important link in accomplishing the modernization of 
science and technology. 


We should note the role of science on technological development. The 
materilaization and application of science on production give a strong 
impetus to the development of technology in production. The many great 
achievements in the theories of natural sciences (including basic sciences 
and technology) have provided a theoretical foundation and opened the way 
for the development of new technology and determined the main orientation 
for the progress of productive technology. 


However, we must also note the role of technology on scientific development. 
Technology is the intermediary link between science and production, and 

the need for technology in the development of production is a decisive force 
in promoting scientific development. According to the history of scientific 
development, the birth and development of science, in the final analysis, 
were determined by production. After the dark and stagnant medieval age, 
science developed with miraculous speed. The most important cause of this 
development is the gigantic industrial development, as shown by the appear- 
ance of textile, clock and watch, dyeing, metallurgic, brewing and other 
departments, all of which provided new data for the development of natural 
sciences. Modern natural sciences require, for their own development, 

a large modern base for research and experiment, extensive installations 

for scientific experiment, and adequate manpower for various special needs. 
We will be entirely helpless if we do not launch technological revolution, 
do not raise the level of productive technology and do not establish a strong 
material technological foundation. As Engels aptly put it, "Before, people 
only bragged that production owes its success to science, but there are 
numerous instances of science owing its success to production.” (Engels: 
"Dialectics of Natur ." People's Publishing House, 1971 edition, p 163) 
Therefore, while vigorously developing science, we should at the same time 
pay great attention to technological revolution. 


After all, while carrying out modernization in the new historical period, 
we must firmly grasp the central task of technological revolution. This 








is the objective demand by the development of socialist political economy. 
Technological revolution in practice is a major issue concerning the speed 
of national economic development, the overall situation of socialist con- 
struction, the destiny and future of our country, and the basic interests 
of the people throughout the country. A firm grasp of technological revolu- 
tion as the central task will give a strong impetus to the progress of the 
four modernizations. 


III 


At present, the focus of the work of the whole party has begun to shift 

to socialist modernization and technological revolution. Work in all trades 
and professions should serve the central task of modernization and technolog- 
ical revolution. We must do everything possible to accomplish this central 
task efficiently and quickly. There must not be any excuse for hindering 
the fulfiJiment of this central task. Right now, there are still in our 
country a tiny number of counterrevolutionaries and criminals who are 
antagonistic to modernization. We must never relax our vigilance in our 
class struggle against them. We must not weaken the dictatorship of the 
proletariat. However, this type of class struggle should be carried out 
according to concrete conditions in various areas and departments, and should 
revolve around the central task of modernization. It must serve as a means 
to promote modernization, but there should never by any nationwide large- 
scale political movement which may harm this undertaking. Hereafter, as 
long as there is no large-scale foreign invasion, modernization and tech- 
nological revolution should forever be the core of our party work. We have 
party leadership, 900 million industrious and intelligent people and inex- 
haustible natural resources. As long as we have a correct guiding thought 
and follow the economic laws, we can certainly develop our socialist economy 
in a sustained and speedy way. Although we could not help but devote our 
utmost energy to protect the new-born socialist state by launching large- 
scale socialist revolutionary movements during the 3 years of economic 
restoration and the First Five-Year Plan, we were still able to firmly 
grasp the focus of the party's work, with all other work revolving around 
the core of economic construction. Therefore, socialist economy at that 
stage developed very rapidly. During the First Five-Year Plan, the average 
annual industrial output value increased by 18 percent and agricultural 
ovtput by 4.5 percent. Compared with that period, our material foundation 
now is far stronger. Besides, we have accumulated rich experiences, both 
positive and negative, and are having a relatively favorable international 
environment. Therefore, today, when the focus of the whole party's work 

is shifted to modernization and “echnological revolution, we are full of 
confidence in the speedy development of our socialist economy. 


More than a century ago, Marx spoke on the strong impetus on capitalist 
production from technological revolution. His remarks are still very 
educative. He said: "As soon, however, as the factory system has geined 
a certain breadth of footing and a definite degree of maturity, and especi- 
ally, as soon as its technical basis, machinery, is itself produced by 
machinery; as soon as coal mining and iron mining, the metal industries, 
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and the means of transport have been revolutionized; as soon, in short, 

as the general conditions requisite for production by the modern indust-.al 

system have been established, this mode of production acquires an eli..icity, 

a capacity for sudden extension by leaps and bounds that finds no hindrance 

| except in the supply of raw material and in the disposal of the produce.” 
(Marx: "Das Kapital,” Vol 1, People's Publishing House, 1975 Edition, pp 
493-494) The achievements in the restructuring of our economic management 
and technological revolution will certainly enable our socialist produc- 
tion to “acquire an elasticity," and "a capacity for sudden extemsion by 
leaps and bounds.” Our system of public ownership will bring us even 
greater economic development and greater economic results. 


In the past, the fulfillment of political and military tasks required 

great revolutionary enthusiasm and the spirit of self-scrifice. In this 
new historical age, we certainly need to preserve and continue to develop 
the enthusiasm and spirit. However, they alone are not enough. To realize 
the four modernizations and to launch technological revolution demand 

that we must not only grasp natural sciences and technology, but also master 
the appropriate methods of modern technological equipment management. 
Therefore, compared with the fulfillment of the past revolutionary tasks, 
the realization of the four modernizations and completion of technological 
revolution are even more arduous and will call for greater expenditure of 
time and energy. 


To bring about the great shift to modernization and to grasp technological 
revolution as the core, we need stability and unity as well as a lively 
political situation. Since we have eliminated the interferences and dis- 
ruptions from Lin Biao and the “gang of four," our country is now stable 

and united, and our political life is lively. We must treasure this 
hard-won situation, consolidate and develop it, concentrate our forces 

to do an even better job in fulfilling the great historical mission entrusted 
to us by this era in accomplishing modernization and technological revolu- 
tion. 
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NATIONAL ECONOMIC POLICY 


READJUSTMENT, REARRANGEMENT OF NATIONAL ECONOMY DISCUSSED 
Beijing GUANGMING RIBAO in Chinese 7 Jul 79 p 4 


[Article by Tian Xueyuan [3944 7185 0626]: “Readjustment is Crucial to 
the Entire National Economy") 


[Text] In the second meeting of the Fifth NPC, Premier Hua Guofeng noted 
in the government working report that from this year we are going to con- 
centrate for a period of time of 3 years to serious’y improve the read- 
justment, putting in order, rearrangement and improvement of the national 
economy, to put it on the track of durable, proportional and high-speed 
development. This is the first battle of realizing the four moderniza- 
tions. We must be firm to carry out the policy and fight well in the 
battle. 


Since more than 2 years ago, after destroying “the gang of four," the 
national economy recovers and develops comparatively rapidly. Under the 
condition of agriculture being severely impaired, the production of food- 
stuffs in 1978 reached 304.75 million tons, exceeding the highest level 
in history. The total value of industrial production in 1977 increased 
14.3 percent, compared to the value of 1976. In 1978, it increased 13.5 
percent compared to that of 1977, and reached the value of 423.1 billion 
dollars. Fiscal income in 1978 increased 28.2 percent compared to the 
preceding year, and reached the value of 112.111 billion dollars. The 
accounts were balanced and had a little surplus. The whole national 
economy has recovered from former conditions of blockage, going backward 
and being paralyzed or semi-paralyzed. It appears to be in a good state, 
getting more and more prosperous, which has not happened for more than 10 
years. 


Then, why don't we just continuously go ahead with efforts, but instead 

turn to the policy of making readjustments? The main reason is that the 
result due to Lin Biao and the "gang of four's" disturbance and destruc- 
tion is very severe. The problems of the national economy which accumu- 
lated for a long time are too many. Especially some important maladjust- 
ments in proportions have not been changed, and are impossible to change 


from the basis. The main features are: (1) The balance between agriculture 
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and industry is out of harmony. Im the past 20 years, the development  f 
agriculture was very slow, and the nationwide average of the foodstv...s 
for every person was maintained at about 300 kg. The average production 
of cotton and oil based on the population not only did not increase, but 
decreased. There is a sharp contradiction betwéen industrial development 
and people's living requirements due to this. (2) The balance between 
light industry and heavy industry is out of harmony. In our country, the 
investment in the basic development of light industry was originaily a 
small part of total investment. It even decreased in the past 20 years, 
such that light industry became an exceptional defect in the national 
economy. There was no adequate supply in the market, and the exports 
lacked competitive ability as well. (3) The balance between the indus- 
tries of fuel, power, raw materials and other industries is out of har- 
mony. This is mainly due to the development of the industries of coal, 
electricity, petroleum, transportation and construction materials being 
unable to match the requirements of the development of the national 
economy. Twenty percent of the nation's industries cannot bring their 
productivity into full play merely due to the insufficiency of the elec~ 
trical power supply. (4) The balance between accumulation and consumption 
is out of harmony. For a long time, the rate of accumulation being too 
high, the line of basic development being too long and exceeding th 
capacity of the national economy have caused a lot of problems. In accumu- 
lation, too little was spent on collective welfare, housing, culture, edu- 
cation and health, and public utilities which are directly related to 
people's living. The money owed is too much, and therefore affects the 
improvement of people's living standards. (5) The growth of population 

is too fast. The balance between newly available labor and the increase 
of productive materials is out of harmony. Since the revolution, the net 
increase in the population of the entire nation has reached more than 400 
million. Part of the population at the age suitable for working cannot be 
absorbed by the production process, and these become people waiting for 
jobs. Due to these basic proportional relations not having been changed, 
the arrangement of enterprises not having been improved, the economical 
management systems being unable to match each other, and the disordered 
phenomena in the fields of production, construction, circulation and dis- 
tribution not having been entirely eliminsted, seriously bringing profes- 
sional labor and enterprises and local and central government into full 
play has been severely impeded. Relative to the quality index of the main 
industrial products and the consumption index of the raw materials of impor- 
tant enterprises throughout the nation, the rate of non-recovery to the best 
level in history has been 43 percent and 55 percent, respectively. There 
exists deficits of different extents in 24 percent of state-owned industries 
and enterprises. 


The ice 3 feet thick is not due to the cold weath of 1 day. The problem of 
being out of harmony in the national economy has existed for a long time. 

But during the period when Lin Biao and "the gang of four" acted t~rannically, 
it was so possible to be accused as “to suggest only productivity,’ so even 
the basic common knowledge as to whether we should proceed with production 
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was made to be confusing. Therefore, those problems were concealed to a 
great extent. After destroying “the gang of four,” following the recovery 
and development of the national economy, the problem of being out of har- 
ony has been exposed more and more. The reason is quite apparent. It is 
mot easy to find out what the problems are if a machine or an automobile 
cannot be started. After it has been started, it will rotate or run, and 
the places where problems exist will appear. The national economy is of 
the same case. After 2 years of practice of experiencing much, large, 
energetic and quick, on the one hand, we have gained a great achievement, 
but on the other hand, it has exposed many problems, especially the 
problem of the important proportions being out of harmony. To expose a 
problem requires a process. People's cognition is also a step-by-step 
deepening process. Without the practice in the more than 2 years after 
the destruction of “the gang of four," our cognition could not be as deep 
as it is today. Nowadays, when we face the condition of the important 
proportions being severely out of harmony, should we carelessly "go ahead 
with efforts,” or should we suitably slow down, and concentrate a certain 
period of time to proceed with readjustments? Substantively, this is to 
ask if we should do things according to objective economic rules, and if 
we should correct the problem of the line of thought in economic develop- 
merit. Marx pointed out: "Time economy and distributing labor time to 
different productive departments according to a plan are still the most 
imwpertant rules of economy in the society based on collectives” ("Basic 
Principles in the Criticism on Political Economy,” Vol 1, p 112). The 
positive and the negative experiences of our country in 30 years also 
indicate that when the proportional relations are more harmonious, the 
synthetic equilibrium can be improved and the national economy can develop 
faster. Otherwise it will develop slower, or even go backward. The de- 
sire of “going ahead with effort" is good, but under the condition of the 
proportions being cut of harmony, to proceed in a forced manner will be- 
come merely a start without enough power, swinging on its way. The result 
will be opposite to that desired. Haste makes waste. Only when the speed 
of the process temporarily slows down to allow the initiative to expose 
the contradictions, to self-consciously proceed with the readjustments, 
and to make the proportional relations harmonious step by step can we 
create the conditions for high-speed development of the national economy. 








The task of readjusting the national economy includes readjusting the pro- 
portional relations of aspects which are out of harmony, to put the 
national economy on the track of proportionally developing according to a 
plan, to proceed with a total revolution in present economic and manage- 
ment systems systematically, to better match the productive relations with 
the development of productivity, to better match the developments pertaining 
to the superstructure with the economic base, to arrange well the enter- 
prises which are disordered in management now, to make every economic and 
technological index of all enterprises reach and surpass the best level in 
history, and to greatly improve the productive level, technical level and 
managerial level of enterprises through readjustment, revolution and rear- 
rangement. The tasks of all these aspects are mutually connected and 
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motivated. But from the overall point of view, all other problems are 
very difficult to solve without solving the problem of the economic 
proportions being severely out of harmony. Readjustment is the key of 
revolution, rearrangement, improvement and smooth development, and it 
should be the first step to do the readjustment of the proportional rela- 
tions well. 


To readjust the proprrtional relations, simply speaking, is "to cut the 
long line and to make up for the short.” That is, to readjust “the long 
line" downwards, or to restrict its speed of development, and to readjust 
“the short line," which is the weak link in the national economy, upwards 
to realize synthetic equilibrium. 


To improve “the short line” and the weak link, the first step is to con- 
centrate all efforts to improve agriculture, to match the production of 
foodstuffs and the development of other agricultural side products with 
the increase of population and the development of industries. The second 
step is to speed up the development of light industry and the textile 
industry. The rate of growth of light industry and the textile industry 
should catch up with or be higher than the rate of growth of heavy indus- 
try. The growch of main products of light industry and the textile indus- 
try should basically match the growth of domestic purchasing power and the 
requirements of export. The third step is to reinforce production develop- 
ment in the industries of coal, electricity, petroleum, transportation and 
building materials; to change the tight condition in the supply of fuel, 
power and raw materials, and to assure the requirements in other industries 
and the development of the national economy. The fourth step is to read- 
just the balance between accumulation and consumption, to suitably increas: 
consumption, to increase the constructive investment in culture, education, 
health, housing and public utilities, to improve people's living standard 
in both material and cultural terms. It is also required to actively ex- 
pand exports, and to develop foreign trade and tourist businesses, to earn 


more foreign exchange for the country. 


To adjust “the long line” down, the most important subject is to firmly 
shorten the basic development line, to retrieve the situation of the basic 
development line being extended longer and longer, “useless construction” 
increasingly being undertaken, and the result of investment being worse and 
worse. The scale of basic construction is decided based on the actual pos- 
sible supply of steel, cement, timber, apparatus and capital. Those which 
are not needed urgently for the national economy or have not the conditions 
for construction are to be firmly stopped. Those which are needed urgently 
by the country are insured to speed up development, to join the line of 
production on time, to improve the quality of engineering, to decrease the 
building cost in engineering and to shorten the construction period. Secondly, 
among heavy industries, those parts of metallurgy, mechanical engineering 
and chemical engineering, the improvement of quality and the incre-se of 
types should be attended to, as well as the increase of production. Those 
enterprises which have unsuitable products, low quality, large expenses, 
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great deficits, or those wich have no assurance in the supply of fuel, 
power, raw materials and in which the products are not welcome in domestic 
and foreign markets, shoulc prcceed with arrangement. Some of them should 
stop, to be put in order, and otters should change their products. Also, 
we should further control the growth of population. We should adopt effec- 
tive ways to keep the rate of natural growth of population decreasing on a 
large scale. Certainly, to control the growth of population is not a probles 
that can be solved in the short term. It needs a long-term plan. At the 
same time, the surplus labor and the newly available labor should be suit- 
ably arranged based on the policy of planning jointly so as to-take into 
consideration every aspect. 


Considering those basic jobs, there is no doubt that the policy of read- 
justing the national economy is active. When mentioning the readjustment, 
some comrades consider it a flinch or a retreat. They are even apprehen- 
sive as to whether we can realize the four modernizations by the end of 
this century. This is with no reason. 


First, it is true that there exists the problem of flinch and retreat in 
some enterprises, departments and aspects when practicing the policy of 
recdjustment. But there is no way to solve the contradiction of “not 
eno zh materials to go around because there are too many people on the 
waiting list" without doing this. It is better to let those enterprises 
of large expenses, low quality and great deficits stop and to let those 
enterprises of small expenses, high quality and great surplus have enough 
supply and develop quickly than to have everybody in the situation of in- 
sufficient supply. For example, it is necessary with fruit trees to clip 
part of the branches and to pluck small fruit every year. If it is not 
done, the branches and leaves will be lush and the fruit will be growing 
abundantly. But since they have to struggle for water, fertilizer, sun- 
shine or even the problem of air circulation, the result will be branches 
being slender, leaves being yellow, and fruit being small. Not only is 
the production low, but the quality is poor. If we remove part of the 
superfluous branches, leaves, flowers and fruit, the total harvest will 
increase and fruit will be large. Besides, the taste will be delicious 
and the quality will be improved. Only when we do not do some things 
can we do other things well. The “flinch” and the "retreat" in some en- 
terprises, departments or aspects are creating the necessary conditions 
for the expansion and development of other enterprises, dpartments and 
aspects. 


Secondly, the readjustment this time is not a ":«/tal flinch.” This is 

greatly different from the practice in the early 1960's of the policy of 
the four words, “readjustment, strengthening, enrichment, improvement." 

At that time, due to many troubles, the scales of both industry and basic 
development were shrunk. It was emphasized to retreat first and then to 
go ahead. This was totally required and correct at that time. Nowadays, 
the condition of our agriculture is much better than it was then, and the 
basis of industry is much stronger, too. In the 3 years of readjustment, 
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production development as a whole will move forward steadily and the 
national economy will maintain a certain rate of growth. Consideri _ 
different parts, some may tend upward, and some may tend downward. 

Some may tend forward, and some may tend backward. However, consider- 
ing all aspects as a whole, it will tend upward, and will not tend down- 
ward. It will tend forward, and will not tend backward. It is a forward 
movement together with readjustment. It is a readjustment in .he forward 
movement, and it is a forward movement in the readjustment. 


Thirdly, after this kind of readjustment, some basic disharmony in the 
national economy will be corrected. The situation of being mutually re- 
strained and nobody being able to move forward will be overcome. The 
effect of mutually pressing forward will be fully brought into play. 

The national economy will be further activated and we will have the con- 
dition of “going ahead with effort." There is a saying: "To sharpen a 
knife will never delay the work of cutting firewood." If the work of 
readjustment is done well, it can enable a durable and high-speed develop- 
ment of the national economy. It is entirely a positive policy. 


To practice the policy of readjustment, considering all aspects as a whole, 
is definitively a forward movement, without doubt. Considering some parts, 
it is true that there exists the problem of reducing speed or even tempo- 
rarily moving backward. Therefore it is required that every department, 
every region, and every enterprise establish the view of the whole. If 
the national economy as a whole requires us to speed up the development, 
we should work hard to dig out the potential, to decrease the expense, 

to increase the production, and to speed up the work. If all aspects as 
a whole require us to slow down, or even to stop construction or to stop 
production, we should obey the whole arrangement to stop constructicn or 
production if it should be stopped. Waiting, observation; unilaterally 
emphasizing the partial specialty and willing to move only upward but 

not downward: “everybody being on the same leve, to move upward together 
and to move downward together;" or even talking readjustment in words, but 
speeding up in action the item outside the plan--these are all obstacles 
in carrying out the policy of readjustment nowadays. If this kind of 
thinking is not overcome, it will be impossible to adjust downward those 
which should be adjusted downward, and it will be impossible to adjust 
upward those which should be adjusted upward. Perhaps everybody can be 
on the same level, but the problem of proportions being out of harmony 
still cannot be solved. That will hinder the operations and delay the 
speed of forward movement of the national economy to cause new troubles. 


To readjust the national economy is an important decision to further 
realize the spirit of the Third Plenary Session of the 1ith Party Central 
Committee. It is the first battle of changing the point of emphasis of 
work to socialist modernization and development. If we fight well in this 
battle, the task of readjustment, revolution and rearrangement wil’ be 
finished with a total victory. Our managerial level and technical .evel 
can be greatly improved. The whole national economy wiil be able to follow 
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the perfect track of developing according to the plan and proportion. The 
work afterward will be more smooth and the practice of the four moderniza- 
tions will have a comparatively dependable basis. If we do not fight well 
in this battle, the basis of forward movement will not be strong and tine 
work afterward will be more passive. Whether the work of readjustment at 
this time is done well or badly will have a deep and broad influence in 
the future on the development of the national economy and the four modern- 
izations. This is a decisive battle. It is a central task in front of 
the whole party and the people of the entire nation. We should fight this 
key battle well, with effort. 
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NATIONAL ECONOMIC POLICY 


PRC ECONOMIC JOURNAL ON FINANCIAL AUTHORITY FOR ENTERPRISES 


Beijing JINGJI GUANLI [ECONOMIC MANAGEMENT] in Chinese No 6, 25 Jun 79 
pp 14-17 HK 


[Article by Zhu Fulin [2590 3125 4499] and Xiang Huai Cheng [1118 9109 
0365): “Several Questions Concerning the Expansion of Financial Authority 
for Enterprises"--passages within slantlines denote boldface print] 


[Text] Under the leadership of the party central authorities, we are now 
proceeding with the readjustment of our national economy and gradually in- 
proving upon the proportional relationships that have been seriously dis- 
located. At the same time, we are considering the reform of our economic 
management system and carrying on the consolidation of existing enter- 
prises. It is hoped that the level of operation in our national economy 
can thus be greatly improved. We all agree that the key link in our pres- 
ent reform of the etonomic management system is the expansion of enter- 
prise self-management. The reason for this is that in the past 30 years, 
the several reforms of our economic management system have all stressed 
solving the problems of centralization and decentralization between upper 
and lower levels and between the hierarchical system and independent units. 
The administration of our enterprise units had been repeatedly transferred 
upward and downward while the limits of management authority had likewise 
been dispersed and centralized. After inccrporation and several divisions 
and establishments, some economic departmeats have achieved certain results 
and mobilized the enthusiasm of the locality to a certain extent. However, 
such changes are still within the confines of economic management by the 
administrative departments, There are few genuine attempts to consider 
the economic laws and the economic relationship between the state and the 
enterprises. The power of enterprise self-management is so limited that 
it hampers their enthusiasm and initiative. This is disadvantageous to 
the rapid development of production. This has become an urgent problem in 
the area of economic management. 


The scope of the expansion of enterprise self management is very extensive. 
It involves the various aspects of production, supply, marketing, reople, 
finances and materiel. This article confines its discussion to several 
questions concerning the expansion of financial authority for enterprises. 
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I 


Since the founding of our country, the sj)stem of financiel administration 
for state enterprises can be roughly divided into three categories: 


In the early days of our country, there was no centvalized financial sys- 
tem. State enterprises were comprised mainly of enterprises confiscated 
from the bureaucratic capitalists and were part of the enterprises of the 
nationalist government. They also included enterprises already established 
in the base areas and liberated zones. This latter group of enterprises 
mainly include war and logistic industries. For the former group of enter- 
prises, the primary task at that time was to establish the leadership of 
the proletariat. This included the democratizeticn of factories and pro- 
duction reforms. As far as financial administration was concerned, the old 
method was retained. For the latter group of enterprises, there were two 
cases: The first was the implementation of a complete supply system. All 
the products produced by the enterprises were handed in to the responsible 
departments while all the capital needed by the enterprises was appropriated 
by the responsible departmmnts. The other case was a partial supply systen. 
That is to say, part of the products produced by the enterprises was poured 
into the market as commodities in exchange for incomes to subsidize part 

of the enterprise expenditures. In our country's early days, these kinds 
of supply systems and partial supply syst.:ms were absolutely necessary for 
guaranteeing war supplies during the liber.tion war, cracking down on 
speculation and profiteering and stabilizing market prices. This achieved 
great results. 


Our country's financial and economic situativun began to improve by June 
1951. To strengthen the management of state enterprises, the financial 
and economic commission of the government administration council issued 
the decision on liquitating the assets and appraising the capital of state 
enterprises. This was « crucial step toward implementing a system of enter- 
prise economic ascountiig. At that tim, industrial surveys, clearance of 
warehouses, checks on assets and appraisals of capital were carried out 
on a massive scale. U;on this foundation, various systems of financial 
administration and independent accounting were established in the enter- 
prises step-by-step. By 1953, at the beginning of the first 5-year plan, 
our state enterprises vere all bersically under an economic accounting sys- 
tem, When compared with out country's early days, the financial adminis- 
tration of our enterprises had been much strengthened. At that time, this 
set of financial administration systems for enterprises had been basically 
copied from the Soviet Union's. All the enterprise profits and deprecia- 
tion were turned over to the higher authorities to be centrally allocated 
by the state. For innovation or expansion, the enterprises had to apply 
for investments from the state. In cases of overhauling fixed assets, the 
enterprises could only maintain the original standard, that is they could 
not increase the value or change it in any way. Any technical iunovation 
had to be included in the capital construction plan and submitted to the 








higher level for approval. Self-management for enterprises was comp*,.- 
tively limited. Although there have been some changes, the whole sys.cm 
has remained basically the same for the last 20 years. 


Foilowing the development cf the national economy, the defects of over- 
concentration of the financial ccainistration of enterprises and the lack 
of self-management for enterprises became more and more apparent. This 
naturally affected the development of the economy. In his article "On the 
Ten Major Relationships" written in 1956, Comrade Mao Zedong pointed out 
that: “Every production unit must enjoy independence as the correlative 
of centralization if it is to develop more vigorously. It is not right, 
I am afraid, to place everything in the hands of the central or provincial 
and municipal authorities without leaving the factories any power of their 
own, any room for independent action, any benefits." ("Selected Works of 
Mao Zedong" Vol 5, p 273) Here the idea of independence of the enterprises 
under centralized leadership has been put forward. 


Reforms of the various aspects of the economic management system were under- 
taken in 1958. The measures of "five decisions" and "five guarantees" 
were adopted in the enterprises. In the aspect of financial authority, 
measurer euch es retention of profits, sharing of overfulfilled profits, 
enterprise reward funds and retaining all the depreciation to the enter- 
prises were adopted. These measures were very much welcomed by the enter- 
prises and the broad masses of workers. Duc to various reasons such as 
effects of economic fluctuations, the need for economic readjustment, the 
incompleteness of the economic management system, and in particular the 
disruption and destruction caused by Lin Biao and the "gang of four," all 
the correct measures aiming at expanding the financial authority of the 
enterprises were later abolished. Problems such as the independence of 
enterprises, profits and bonuses became "restricted aress" which no one 
dared touch. 


Today, we will just briefly review the past and present of the financial 
system of the enterprises in the hope of affirming the achievements and 
drawing experiences and lessons from such an exercise. This is beneficial 
to our future expansion of the financial authority of enterprises. 


II 


As mentioned above, the present financial administration system in enter- 
prises is still basically one of centralized income and expenditure. This 
has not gone beyond the confines of managing the economy by the adminis- 
trative departments. This practice of "eating from the same pot" has 
seriously affected the initiative and enthusiasm of enterprise". The de- 
fects are indeed manifold. Judging from the perspective of financial af- 
fairs, there are four major defects: 


First, /the meagerness of financial authority has bound the enterprises 
hands and feet./ The present economic accounting system of enterprises 
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is not at all sound. Formally, the enterprises are financially independent. 
Each has a bank account, and all deposits, withdrawals and expenditures on 
the cost of production are done in the name of the enterprises. However, 
their actual financial authority is extremely limited: All the profits of 
enterprises have to be turned over to higher authorities, all losses are 
subsidized by the state and part of the dey reciation of the fixed assets 

has to be turned over to higher financial authorities. The enterprises 
have very limited power to maneuver the cash. There are certain things 

in the enterprises which can be done more efficiently and cheaply if left 

to the enterprises. However, this is not allowed by the system. This is 
called “reasonable but not legal." On the other hand, things permitted by 
the system are more costly while the enterprises have no authority over 
things which they can do cheaper. This is called “legal but not reasonable.” 
Everything has to await permission from the higher level administrative 
departments. This has constrained the enthusiasm of the enterprises. 
Furthermore, overly rigid centralization inevitably brings forth another 
tendency--that is, illegal financial authority emerges since legal finan- 
cial authority is extremely limited. Some enterprises act on their own 
initiative in handling the capital which should be turned over to the 
higher authorities. Some enterprises even muddle up the costs of production 
and various expenses. Violations of financial and economic discipline occur 
one after the other. These activities are of course wrong and should not 

be allowed. However, they are interconnected with the irrational system. 
This clearly points out that the present system should be reformed. Fur- 
thermore, overly rigid centralization which binds the hands and feet of 
enterprises also fosters the dependent thinking of enterprises upon higher 
authorities and ecnourages them to wait, rely and ask. 


Second, /renewal of fixed assets is extremely slow, thus affecting the 
development of production and technology./ The present depreciation rate 
of our fixed assets is relatively low. The average for industrial enter- 
prises is only 4 percent. This means that it will take 25 years to complete 
the cycle of renewal. With the speed of development in science and tech- 
nology, it is highly incompatible for the installations to renew even once 
in such a long time. According to present regulations, part of the depre- 
ciation funds recovered by enterprise haa to be turned over to higher 
financial authorities, This further prolongs the cycle of renewal, Accord- 
ing to regulations, enterprises can include the renewal of large installa- 
tions in the capital construction plan by applying for approval by higher 
authorities. However, in reality, these applications can hardly catch up 
with the queue waiting for approval. Many of the techniques and installa- 
tions of our enterprises do not undergo any change for years since the 
enterprises have no power over renewal of fixed assets. Furthermore, the 
amount of capital is extremely limited and the capital concerned cannot be 
pooled for such uses. This has certainly affected the development of pro- 
duction aad technology. This situation requires our serious attention. 


Third, /the allocation of capital is not linked with the results of enter- 
prise operation. There is a tendency toward eqalitarianism,/ The productive 
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capital of enterprises, with the exception of the portion retained e 
depreciation, is all allocated by the state. Successes in enterprise 
operation or overfulfillment of tasks do not entail any reward or profit 
for overfulfilling the plan. The enterprises do not have to undertake 

any economic responsibility for failures in enterprise operation, under- 
fulfillment of tasks, turning from profits to deficits or fall/ng below 
the deficit margin set by the plan. Im the long run, all the dc “icits 

are covered by the state. Furthermore, the expenditures for the collective 
welfare and bonuses for workers are to be drawn from production costs 
according to a certain proportion of the total amount of wages. In this 
way, there is no distinction between who does a good or poor job, who does 
more work or less, who makes more earnings or less and who makes money or 
loses it. This kind of egalitarian tendency is disadvantageous to mobilis- 
ing the enthusiasm of the enterprises and the broad masses of workers. In 
reality, to promote egalitarianism means to crack down on the advanc:ed and 
encourage the backward. 


Fourth, /the adoption of the supply system in the utilization of capital 
results in hoarding and waste, This hampers the full function of capital. / 
State appropriation of various kinds of capital needed by enterprises ties 
up large amounts of capital in production. In this way, capital circulates 
very slowly. For certain enterprises, there are three afraids and three 
non-afraids in the handling of capital: They are afraid of getting no in- 
‘vestments, but not afraid of getting poor investment results; they are 
afraid of getting too little investments but not of wasting capital; and 
they are afraid of not getting the instiullations but not of low utilization 
rates for the installations. This kind of capital appropriation through 
the supply system has already caused serious waste and massive hoarding. 


In short, this kind of overconcentrated financial administration system of 
enterprises must be changed. 


III 


How can the financial authority of enterprises be expanded? We must first 
clarify the problem of independence of socialist state industries from the 
theoretical level, that is, whether we should accept enterprises as inde- 
pendent commodity producers. To put it simply, the ownership of the means 
of production of our state enterprises belongs to the whole people. How- 
ever, the rights of possession and use belong to the broad masses of workers 
of the enterprise units. This characteristic of ownership divorced from 
the rights of possession and use necessitated self-management for enter- 
prises. The independence of enterprises cannot be separated from their 
positions, functions and responsibilities in the whole socialist national 
economy. First, every individual enterprise constitutes a single link in 
the social division of labor of the socialist national economy, They pro- 
duce different kinds of social products and each has its own indepe ient 
production process, In terms of production techniques, economic and 
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natural conditions, each has its special features. Secondly, as a produc- 
tion management unit, each enterprise must use its own incomes to cover 

its expenditures so as to exercise its independent economic accounting 
system and assume sole responsibility for its profits and losses. Economic 
life itself demands that enterprise achieve maximum economic effects with 
minimum consumption, Thirdly, the enterprises are economically responsible 
to the state and people. They have to fulfill the production plans, supply 
social products and turn over taxes and profits to the state. Therefore, 
the state must provide the enterprises rights necessary for production 
management while the enterprises should undertake definite responsibilities 
toward the state. These two are a single unity. 


Since we recognize the independence of state enterprises as commodity pro- 
ducers, we must provide them with the financial authority commensurate 
with the need to improve management. 


The expansion of financial authority should be linked with other aspects 

of the self-management of enterprises. They should be properly coordinated 
and carried out step-by-step. In considering the task, we should first 
obtain a clear picture of the orientation of reform: When the necessary 
conditions have been fulfilled, we should implement a management system in 
which enterprises assume sole responsibility for their profits and losses 
and take care of their own financial affairs. What are these conditions? 
The first condition is that after the readjustment of the national economy, 
economic life will become normalized and everyone will pay more attention 
to integral equilibrium. The second condition is the consolidation and 
readjustment of enterprises. The third condition is the rational reform 

of the various systems of planning, prices, taxation and credits. The 
fourth condition is that the major part of enterprise profits be turned 
over to higher authorities in the forms of interest and taxation. When all 
these conditions are fulfilled, the enterprises can then assume sole respon- 
sibility for their profits and losses. The advantage of this system is 
that it can fully mobilize the enthusiasm of the.enterprises to improve 
production management, This will insure the achievement of maximum economic 
effect with minimum consumption. At present, the conditions for this kind 
of basic reform have not yet been fulfilled. What we can do now is adopt 

a scheme of retaining profits in the enterprises and convert the fund 
appropriated by the state for tapping potentials into capital. Furthermore, 
enterprise profits can be linked with the enterprise fund drawn from the 
profits, the staff welfare fund and reward fund drawn from the cost of pro- 
duction and some other capital appropriated by the state. After imple- 
mentation of this scheme, the amount spent on the development of production, 
and the collective welfare and rewards of the workers will depend on the 
success of enterprise production management and their contributions to the 
state. As for the proportion of profit retained in the enterprises of the 
various trades, certain variations will be allowed. The advantages of such 
a scheme of retaining profits in enterprises are manifold. It allows for 
the integration of rights and responsibility, and the integration of the 
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interests of the state, the enterprise and the individual. This will ' -ge 
the enterprises and workers to pay more attention to economic accouwi -ng 
and care more for the results of production management. At the same time, 
we can put up taxes on fixed assets and differences of resources to adjust 
the amount of profits in the enterprises. Another measure is to adopt the 
system of compensated employment of the working capital for basic construc- 
tion in enterprises. Finally, we can consider the measure of 1 ‘taining 
foreign exchange in enterprises producing export goods, This w’.* be 
beneficial for increasing our export. 


To improve the low proportion of withdrawals of the basic depreciation fund 
in enterprises, we must adjust and raise the rate of withdrawal for the 
depreciation of fixed assets. This should be done upon the foundation of 
increasing the profits of enterprises and through progressive stages. The 
depreciation fund should be kept by the enterprises from now on, Further- 
more, enterprises should be allowed to handle the depreciation fund, over- 
hauling fees and profit retention fund in a rational way and on an integrated 
basis. In short, all the necessary and possible reforms must be investigated 
and put on trial. After due preparation, this should be carried out posi- 
tively. There should be no delays nor should too many projects be started 

at the same time. This will only result in chaos in economic work. 


The purpose of expanding the financial authority of enterprises is to guar- 
antee the improvement of management, satisfy the needs of the new situation 
and the readjustment of the national economy and make more contribution to 

the state. 


According to what we can think of, the following questions should be con- 
sidered in the process of expanding the financial authority of enterprises. 


First, /the economic power of enterprises should be expanded while simul- 
taneously increasing their economic responsibilities./ While we are expand- 
ing the financial authority of enterprises, we must stress the following 
points: Enterprises should seriously carry out the guiding principles and 
policies of the state, guarantee the fulfillment of national plans and honor 


- economic contracts, improve the quality of their products, turn over the 


various taxes, interests and profits to the state fully and on time, and 
properly and economically utilize the capital retained in the enterprise. 
Badly managed enterprises which have shown deficits should reverse the 
situation within a time limit. If this is not done, they will get no 
government subsidies or bank credits. Those enterprises really incapable 

of surviving should be closed, suspended, incorporated or converted. This 

is in conformity with the demand of working according to economic principles. 


Second, /as in the case of expanding other management rights of enterprises, 
the expansion of financial authority is also subject to limitations./ As 
Comrade Mao Zedong pointed out, it is “independence under centrali-ed leader- 
ship." No matter under what situations, the self-management of enterprises 
should submit to centralized planning, centralized discipline and the 
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centralized leadership of the state. Besides, the self-management of 
enterprises should not be separated from the present level of development 
of the productive forces and the management level of enterprises. The 
gaps among them should not be too great. 


Third, /the supervision of enterprise management and economic legislation 
should be strengthened./ Enterprises should handle their own authority 
properly under the leadership of the responsible departments and the super- 
vision of the worker representative council of the enterprise. The finan- 
cial departments should also carry out necessary financial supervision 
over the financial activities of enterprises. To forestall any economic 
disputes or illegal activities after the expansion of enterprise self- 
management, it is necessary to strengthen the work of economic legislation 
and establish necessary sound structures and systems. 


Fourth, /as the key link of the present reform of the whole economic manage- 
ment system, the expansion of self-management in enterprises should be co- 
ordinated with other aspects of the reform./ In this important structural 
reform, a planned management system is the leading aspect, whereas the 
expansion of self-management in enterprises is the foundation. The manage- 
ment systems of financial affairs and resources are also indispensable. 
There should be overall planning, overall design, mutual coordination and 
close linkage. It is not right to single out the expansion of enterprise 
financial authority. For instance, in the past we allowed enterprises 

to retain all the depreciation funds, However, since there were no cor- 
responding arrangements in the planning and resource management systems, 
the enterprises could not obtain any resources or installations with their 
money. Consequently, a large amount of capital was misappropriated. 


It is our conviction that we should respect objective ec momic laws, sun- 
marize historical experiences and lessons scientifically and carry out 
through investigations. In this way, the problem of expanding the self- 
management of enterprises within the process of readjusting the national 
economy can be properly handled. 
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ECONOMIC PLANNING 


SYMPOSIUM DISCUSSES ECONOMIC LAW OF VALUE 
Beijing RENMIN RIBAO in Chinese 19 Jun 79 p 3 
[Report on “Introduction to the Symposia. on the Law of Value") 


[Text] A discussion meeting conducted jointly by the Chinese Social Sciences 
Academy's Economic Research Institute, the National Planning Commission's 
Economic Research Institute, and the Jiangsu Philosophical and Social 
Sciences Research Institute concerning the problem of price regulation in 
the socialist economy was recently held in Wuxi. Over 380 economic theory 
workers and economic practice workers from various areas in the country 
participated at the meeting. The meeting received almost 100 scholarly 
papers and reports. Comrades Xue Muqiao, Sun Yefang, and others presented 
scholarly reports. Comrades who attended presented their own views and 
engaged in random discussion, stressing a discussion of the question of the 
trend towards reform of the Chinese economic management system and the use 
of price regulation. 


1. Concerning the question of expanding the rights of enterprises: In the 
discussion, participating comrades unanimously felt that the socialist 
enterprise is the economic agency for the production of commodities; and 
determining the relative independence of enterprise and appropriately - 
expanding the rights of enterprise are the objective demands of price 
regulation. Practical experience proves that if we are to correctly use 
price regulation, we must give enterprise definite rights from production 

to distribution, so that between enterprises owned by the entire people, 
there can be a mutual give and take in the relations between commodity 
producers to carry out the principle of compensation according to equivalent 
prices and exchange according to equivalent prices, so that one's own income 
can balance one's own expenses, thus achieving the best economic results. 


Many comrades felt that through the approach of expanding the rights of 
enterprises, objectively it will involve carrying out necessary reforms in 
the planning, commodity goods, finances, workers’ wages, and price policies, 
and other basic aspects of the management system, thus also benefit “ing 
readjustment in the national economy and accelerating the development of 

the socialist economy. Also some comrades felt that expansion of the 
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rights of enterprises is an important measure in reforming the economic 
management system, and our attitude must be positive, but our methods and 
the steps we take must be stable and reliable. 


2. Plans for the socialist economy and market relations. The socialist 
economy is a planned economic developing economy. For a long time it has 
been the prevailing view that plans for the socialist economy and market 
relations should be considered two essentially opposing matters. This not 
only creates great dangers in practice, but also in theory is very much in 
error. One kind of opinion considers that the socialist economy is a 
planned economy. Even though there are wany problems at present, if plans 
tend to control things too meticulously, too unchangingly, and too such 
aloof from practice, this is a defect in the planning work. Thus we must 
earnestly summarize our experiences in planning work, reform the economic 
management system, and avoid weakening the planned economy. 


During the period of resotration of our national economy, the period of the 
First Five-Year Plan and the period of readjustment in the 1960's, the 
national economy developed comparatively fast mainly due to the comparative 
emphasis on comprehensive balance, strengthening the planning work. They 
felt that only in places which could not be reached by planned management 
did the market system serve a function, and this complied with the basic 
nature of the socialist economy. 


Another view held that the socialist economy is a planned economy, but it is 
also a commodity economy based on a system of public ownership of production 
materials. Thus there should be carried out coordination of planned 
readjustment and market readjustment. Some comrades felt that in China's 
economic reconstruction there were several breakdowns, which were the 

result of violations of planned regulations and price regulations; and 
according to past experience, we should hereafter let planned readjustment 
predominate, while at the same time respect market readjustment, fully 
utilizing the market's function. 


In the discussion, participating comrades also made suggestions on the 
problem of how to utilize the market. Some comrades felt that under the 
condition of carrying out the planned economy, utilization of the market 
makes society full of commodity power, financial power, and human resources 
power; and in accordance with the needs of suciety, there is achieved 
rational distribution and thrifty use. Thus {‘n regard to commodity resources, 
if we are to solve the problem of the supply and demand of commodities, 

there must be coordination of production and need, and production should 

be determined by distribution, and supply should be determined by production. 


In regard to financial resources, if we are to gradually carry out self- 
auditing and self-responsibility for enterprises, and carry out the 
principle of self-equalization of capital, and invest capital according 
to economi results, then we must utilize the market and must effectively 
achieve: 1) generally, in regard to production units and industrial 


28 








enterprises not meeting their designated function in the national plans 

for the people's livelihood, the state can use coordination of direc. ind 
indirect planning. 2) Establishing special companies truly using economic 
methods to manage the economy, and fully developing the key economic 
functions of prices, profits, revenues, and credits, etc. 3) in the system 
of public ownership, gradual use of commodity exchange to substitute for 
the system of commodity allotments and direct distribution. In sum, we 
must allow enterprise, in accordance with its own circumstances inj the 
market's needs, to improve business management. 





3. Concerning the problem of the theoretical basis for socialist plenned 
pricing: The planned pricing China presently carries out is basically 
formulated by the medium costs of th various departments plus a “reasonable 
profit" (profit calculated in accordance with an average cost and profit 
rate of the various departments), plus tax revenues. In the discussion, 
everyone unanimously felt that price regulation functions through the 
prices themselves. Thus it is necessary to study the theoretical basis 

of the formulation of prices. 


The meeting mainly discussed the problem of how to determine the profit 
portion in planned pricing. Economic academic circles here had three 
different views, i.e., that they be determined in accordance with average 
wages and profits, in accordance with the rate of capital and profit, and 
in accordance with the average cost and profit. Through this discussion, 
many comrades felt that these three approaches have good and bad points. 
As to which is best, at present it is difficult to reach a conclusion. 
Thus we should take a certain approach as a basis, and consider and absorb 
the good points of other approaches, to further study the problem of 
improving planned pricing. 
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"WEN WEI PO’ COMMENTS ON RESTORATION OF GUANGZHOU PRIVATE ENTERPRISES 
Hong Kong WEN WEI PO in Chinese 14 Aug 79 p 1 HK 


(WEN WEI PO special report from Guangzhou: “Guangzhou Restores 15,000 
Individual Industrial and Commercial Undertakings”) 


[Text] To open all avenues for providing employment and to allow for more 
convenience in the livelihood of the masses, the Guangzhou Municipal 
Industry and Commerce Administration Bureau has decided to restore individual 
industrial and commercial undertakings. The bureau has recently adopted new 
regulations regarding the development of urban collective enterprises and 

the issuance of licenses for individual industrial and commercial under- 
takings. The regulations have been implemented with the approval of the 
Guangzhou Municipal Revolutionary Committee. Within a short period of 

time, the municipality shall provide employment for about 15,000 people. 


During the initial period after the liberation of Guangzhou, there were some 
40,000 handicraft undertakings and stall hawkers which provided jobs for 
some 80,000 people. After the implementation of joint state-private 
ownership in the trade and before the Great Cultural Revolution, there were 
still some 9,000 individual stall hawkers operating in the municipality. 
However, under the interference and sabotage of the ultraleftist line 

of Lin Biao and the “gang of four,” a slogan was put forward shortly after 
the Great Cultural Revolution was launched resolutely banning all 

individual undertakings. All the licenses originally issued were with- 
drawn. By the second half of 1966, there were no more individual industrial 
and commercial undertakings in Guangzhou. This caused great inconvenience 
in the livelihood of the masses. Under the leadership of the Guangzhou 
Municipal CCP Committee and with reference to the spirit of the related 
documents of the central authorities and the practice in other places, the 
municipal industry and commerce administration bureau recently decided to 
restore some of the individual industrial and commercial undertakings and 
develop some collective enterprises to supplement the inadequacies left 

by state commercial) enterprises, open all avenues for providing employment 
and allow for more convenience in the livelihood of the masses. With 
regard to the new regulations, licenses will be issued with the consent of 





the planning committees or related departments responsible for the brsineses. 
They will be issued to those newly established collective enterprises which 
meet requirements after being inspected by the management departments. 

With the necessary conditions, the currently operating individual 
undertakings and members of the neighborhood labor service stations and 
comprehensive groups may be developed and organized into collective 
enterprises. Those which do not have the necessary conditions to be 
organized at the moment may be given business licenses for individual 
undertakings. At the same time, a number of people awaiting employment 

may be given job assignments to engage in repair work, services, handicrafts 
and other individual service labor. With reference to the needs, a small 
number of shopkeepers and peddlers may be <ilowed to engage in the catering 
business. 


The total number of licenses issued for individual business undertakings 
will be limited to not more than 15,000 in the urban areas. If they do 
not affect the appearance of the city, some of the individual industrial 
and commercial undertakings will be allowed to open their own shops or 
operate sidewalk stalls for the convenience of the masses and to engage 
in door-to-door sales to retain as far as possible their features of 
decentralized management. 
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GUANGDONG ECONOMIC CHIEF GIVES VIEWS ON INDUSTRY 
Guangzhou Guangdong Provincial Service in Mandarin 2330 GMT 12 Aug 79 HK 


[Text] While implementing the spirit of the national conference on in- 
creasing production and practicing economy in industry and communications, 
how should we go about bringing into play the superior points of Guangdong, 
liven up economic work, rapidly promote the light and textile industries, 
get a good grasp of the work in the next 4 months or so, and insure the 
fulfillment of the national economic plan for the year? Comrade Wang Huan, 
director of the Provincial Economics Committee, put forward views on seven 
points at the provincial conference on increasing production and practicing 
economy in industry and communications: 


1. It is necessary to insure the fulfillment of the province's plan for a 
6 percent increase in industry. Due to the need to make up for the poor 
performance in the first half of the year, are speed of increase in the 
next 5 months must reach 10 percent. ; 


2. We must do everything possible to promote the light and textile 
industries. 


3. It is necessary to do well in trial-point work for expanding the self- 
management rights of enterprises. 


4. It is necessary to seriously carry out industrial readjustment. The 
province must do well in tapping potentials and carrying out innovations 
and reforms in the existing enterprises. 


5. We must seriously do a good job of auditing and stocktaking, manage 
materials in a lively way, and further grasp the work of turning loss to 
profit. In material supply work, it is necessary to combine planned 
allocation with market regulation. 


6. It is necessary to continue to get a good grasp of straightening out 
the enterprises, persistently learn from Daqing, and strengthen political 
and ideological work. 
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7. It is necessary to strengthen leadership over the movement to increase 
production and practice economy. 


Comrade Wang Huan also analyzed the favorable factors for fulfilling the 
province's plans for the year. There is already an excellent political 
situation of stability and unity. The party committees at all levels have 
started to shift their main efforts to production and construction. The 
agricultural situation is good, and an increased early rice harvest was 
recorded. The mational conference on increasing production and practicing 
economy in industry and communications has laid down a series of isaportant 
measures for mobilizing the masses’ activiem, livening up production, 
expanding the enterprises’ rights of self-management and so on. So long 
as we mobilize, launch in depth the movement to increase production and 
practice economy, make use of every minute and second and work in a 
dauntless way, we will be able to rapidly reverse the situation of slow 
increase of production and bring about a new situation. 
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GUANGDONG EXPANDS TRIALS IN ENTERPRISE SELF-MANAGEMENT 
Guangzhou Guangdong Provincial Service in Mandarin 2330 GMT 12 Aug 79 HK 


[Text] To correctly handle the relations between the interests of the 
state, the enterprise and the individual and closely link the quality of 
management with tne material interests of the workers, the provincial CCP 
and revolutionary committees have announced at the provincial conference 
on increasing production and practicing economy in industry and communica- 
tions that trial-point work in expanding the self-management rights of 
enterprises is to be conducted in 100 enterprises in the province. 
Experiences can thus be gained in reforming the current economic manage- 
ment system, economic methods can be better applied to run the cconomy, 
and the activism of the enterprises and the workers can be brought into 
full play. 


These 100 enterprises ‘aclude 27 directly subordinate to the provincial 
authorities, 33 ia Guangzhou Municipalirt- and 40 in medium-sized towns. 
These enterprises must implement the relevant documents of the State 
Council. The departments responsible must institute "five things fixed" 
for these enterprises. Under the principle of bringing into full play the 
potentials of existing equipment, the enterprises have the right to make 
use of production development funds and to borrow money from the banks 

to renovate and improve their old equipment. Under the principle of 
streamlining things and improving efficiency, the enterprises have the 
right to decide on their own administrative structure. They have the 
right to reward or punish their workers according to their performance. 
After reporting to the upper-level responsible departments for approval, 
they have the right to upgrade workers who have made outstanding contribu- 
tions. The leadership of the enterprises must bear economic responsibility 
for the quality of m.nagement. In enterprises where the main test targets 
are not fulfilled on account of poor management, suitable deductions must 
be made from the salaries of the secretary and deputy secretary of the 
party committee, the manager and his deputy, the chief engineer and the 
chief accountant. In enterprises which completely fulfill the state plans, 
the bonuses which these leading members receive can be higher than those 
of the ordinary workers. . 











At the same time, in accordance with the Ministry of Finance's trial methods 
for retention of enterprise profits, the provincial CCP and revolutionary 
committees have decided to carry out trial application of the method of 
profit retention in 300 enterprises in Guangzhou, Foshan and Shaoguan 
municipalities and in the provincial light industry, communications, and 
posts and telecommunications trades. This means that the 1978 ratio 

between the total sum of welfare funds, bonuses and enterprise funds and 

the total profit for that year is to be regarded as the ratio for this 
year's profit retention. 
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ECONOMIC PLANNING 


BRIEFS 


BELJING PRODUCT QUALITY--BELJING RIBAO carried a commentary on 4 July 
entitled "Energetically Popularize the Advanced Experiences of Carrying 
Out Overall Management of Quality.” The article pointed out that 
popularizing overall management of quality is an important part of Beijing's 
movement to increase production and practice economy. In doing so, we will 
primarily consider the needs of consumers, produce good quality and 
inexpensive products in great quantity, put the emphasis of improving 
product quality on management, design and production processes and rely on 
prevention of substandard quality rather than on quality inspection. We 
should conduct education on popularizing overall management of quality 
among the masses and especially among the leaders at all levels. [Beijing 
City Service in Mandarin 0000 GMT 4 Jul 79 HK] 


ANHUI COMMERCE CONFERENCE--Anhui recently held a conference in Hefei on 
managing the administration of industry and commerce. The conference 
participants discussed how to conform our province's management of the 
administration of industry and commerce with the shift of the focus of 
the whole party's work. The conference revealed that areas in the province 
this year have further implemented the party's economic policies in the 
countryside. At present, 2,100 village trade fairs have been restored in 
the countryside throughout the province. This current thriving situation 
has not been seen for 10 years. The conference participants pointed out 
that it was necessary to launch registration of industry and commerce 
and improve management of contracts, [Hefei Anhui Provincial Service 

in Mandarin 1100 GMT 4 Aug 79 HK] 


LIAONING SALT BUREAU-~The Luda Municipal Salt Bureau has delegated authority 
to its subsidiary enterprises on such matters as production planning, 
budget, allocation of funds for renovation and improvement of equipment, 
and sales of by-products. In the past, these matters were all decided 

by the bureau. With the present arrangement, the enterprises can operate 
more efficiently. [Shenyang Liaoning Provincial Service in Mandarin 

2200 GMT 24 Jul 79 SK] 
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GENERAL ECONOMIC. INFORMATION 


"DETERMINATION OF VALUE', "LAW OF VALUE’ SAID DIFFERENT 

Interpretations Differ 
Beijing JINGJI YANJIU [ECONOMIC RESEARCH] in Chinese No 3, 20 Mar 79 pp 72-76 
[Article by Huo Junchao [7202 0193 6389]: "'Determination of Value’ Cannot 


Be Equated With ‘Law of Value'*--Discussion With Comrade Song Yangyan 
[1345 7402 8827]"] 





[Text] I feel much enlightened after reaiing Comrade Song Yangyan's article 
entitled "The Regulatory Role of the Law of Value on Socialist Aggregate 
Labor Distribution and Production" published in JINGJI YANJIU of 1978, 

No ll issue. At the same time, however, I feel that there is a question 
worth discussing. 


In the first part of his article, Comrade Song Yangyan said: Does the 

law of value play a regulatory role on the socialist aggregate labor among 
various production departments? Even classic writers have disagreed on 
this point. Marx said: “After the abolition of the capitalist mode of 
production but still retaining social production, the determination of 
value continues to prevail in this sense: the regulation of labor time 
and the distribution of social labor among the various production groups." 
However, Stalin said: "There is no doubt that under socialist conditions 
of production in our country now, the law of value cannot be the ‘propor- 
tionate regulator’ in the distribution of labor among various production 
departments." (See JINGJI YANJIU No 11 of 1978, p 20.) 





*In our economic circle at present, Marx's “determination of value" is 
misinterpreted as "law of value" in two different ways. Some interpret 
"determination of value" as the law of value for commodity production. 
Comrade Song “angyan is one of them. Others interpret it as the law of 
value which will continue to exist even in a communist society, and main- 
tain that this law of value means the average social necessary labor and 
the role it plays. Comrade Sun Yefang [1327 0396 2455] is one of them. 

I do not share either of these views. However, because of space limita- 
tion, this article will only be confined to the views of Comrade Song 

Yangyan and others like him. I will not attempt to deal with Comrade Sun 
Yefang's views, but will reserve _- for another article. 








I agree with Comrade Song Yangyan s view regarding "the law of value as 

the law of commodity economy" and also his statement that "the law of value 
still plays to a certain extent the regulatory role in the distribution 

of socialist aggregate labor among various production departments," and 
that it is wrong for Stalin to hold that under conditions of socialist 
production, the law of value cannot be the "'proportionate regulator’ in 
the distribution of labor among various production departments." 


However, I do not agree with Comrade Song Yangyan's quoting from Marx as 

a means of proving that Marx and Stalin held different views. The reason 

is that "the determination of value" said by Marx cannot be equated with 

the law of value, and therefore cannot be used to compare with Stalin's 
statement. These two persons were talking about different topics, and 

there can be no basis for comparison. According to the passage quoted by 
Comrade Song Yangyan for comparison with Stalin's statement, the "“determina- 
tion of value" was equated with the "law of value." This is obviously a 
basic misinterpretation of Marx's idea. 


First of all, there is the misinterpretation of the particular historical 
stage of a new society born “after the abolition of the capitalist mode 
of production." Following this, he mistook the "determination of value" 
and its role for the “law of value" and its role. 


; 
As everyone knows, the socialist society mentioned by Stalin referred to 
the socialist society of the Soviet Union at that time, which was similar 
to China's present socialist society where there are two different forms 
of sucialist public ownership along with the existence of commodity, value 
and the law of value. Therefore, there were still discussions on the ques- 
tion of whether or not the law of value played a regulatory role on the 
aggregate labor among various production departments in a socialist society. 
In fact, it was on the premise of such a socialist society that Stalin 
discussed the law of value and its role. 


However, Marx, unlike Stalin, did not discuss the "determination of value” 
and its role on the premise of a socialist society where a commodity economy 
existed. In his works, Marx many times predicted the future form of society, 
namely, the communist society, after the abolition of the capitalist mode 

of production. He also predicted the two stages of the communist society, 
but he could not foresee the existence of a socialist society with a commodity 
economy. Certainly, Marx is not to blame, because the kind of socialism 

he foresaw was built on a foundation of a revolution in a capitalist society 
having advanced productive forces. Furthermore, he had not gone through 

the kind of socialist practice like ours at present. The first stage of 

the communist society envisaged by Marx was what he expressed in his own 
words: "Within the cooperative society based on common ownership of the 
means of production, the producers do not exchange their products; just 

as little does the labor employed on the products appear here as the value 

of these products." (Marx: "Critique of the Gotha Program," "Selected 

Works of Marx and Engels," Vol 3 p10) In the first stage of communist 
society envisaged by him, the two different types of public ownership, the 
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production and exchange of commodities and value, and the law of value 
did not exist, even though such a society was newly born of a capitalist 
society. Marx all along regarded the law of value as the law of commodity 
economy. Since there was no commodity value or the law of value in the 
first stage of a communist society as envisaged by Marx, how could he talk 
about the law of value on the premise of such a society? However, Comrade 
Song Yangyan mistook Marx's "determination of value" and its role for the 
law of value and its role. This mistake was the main reason for his mis- 
interpretation of what Marx said about the first stage of the communist 
society after the abolition of the capitalist mode of production. Con- 
sequently, he treated the two different social stages spoken of by Marx 
and Stalin as the same thing and equated the "determination of value" and 
its role with the “law of value" and its role. This brought about a wrong 
conclusion. 





Secondly, he misunderstood Marx's implication of the “determination of 
value." The social necessary labor time or social labor time as the "deter- 
mination of value" was further mistaken as the “law of value." 


Marx many times talked about the "determination of value" (Jiazhi Jueding 
[0305 0237 0414/153] sometimes translated as Jiazhi Gui-Ding [0305 0237 
6016 1353]) but he never disectly equated the "determination of value" 

with the “law of value." On the contrary, he many times and in different 
circumstances directly equated the "determination of value" with the social 
necessary labor time or social labor time required for commodity produc- 
tion. In his views, the "determination of value" means the social necessary 
labor time or social labor time which decides the value. 


For example, commenting on the theory of value advanced by Bailey, a capi- 
talist economist, Marx pointed out: "This type of determination of value 
means labor time," (Marx: "The Theory of Surplus Value," "Collected Works 
of Marx and Engels," Vol 26 p 145) which is like the "social labor" parti- 
cularly expressed in commodity production. Certainly, this type of labor 
time, or social labor, referred to social necessary labor time. 


As another example, speaking of the "fetishism of commodities and the 

secret thereof," Marx treated what "forms the groundwork for the quanti- 
tative determination of value" as the “duration of that expenditure, or the 
quantity of labor" required for commodity production. (Marx: "Das Kapital," 
Vol 1, People's Publishing House, 1975 Edition (same as follows) p 88) 
According to him, there was nothing mysterious about the quantity of labor 
being used as the groundwork for deciding the amount of value simply because 
there was nothing else to show value. Also, in the same paragraph, Marx 
considered Robinson Crusoe's labor time, or the way he apportioned his 

time accurately between his different kinds of work as being “essential 

to the determination of value." (Ibid p 94) Since what Robinson produced 
was not commodity, the labor, or the quantity of labor spent on his products, 
cannot be expressed as value or in any amount of value. This is again 
certainly nothing mysterious. 
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As an example again, it should be particularly pointed out that when Marx 
was analyzing capitalist relations of production and relations of distribu- 
tion, he gave a very clear illustration of the “determination of value." 
He said: “In the determination of value, it is a /question of social labor 
time in general, the quantity of labor which society generally has at its 
disposal,/ [in italics] and whose relative absorption by the various pro- 
ducts determines, as it were, /their respective social importance./ [in 
italics] The definite form in which the social labor time prevails as 
decisive in the determination of the value of commodities is of course con- 
nected with the form of labor as wage-labor and with the corresponding form 
of production as capital, insofar as solely on this basis does commodity- 
production become the general form of production.” (Marx: "Kapital," 

Vol 3 p 997, emphasis by quoter) 


This illustration by Marx of the “determination of value" in fact shows 
that the “determination of value" is the same as social labor time or 
social necessary labor time. He strongly pointed out that the social labor 
time or social necessary labor time referred to not only the labor time 
spent on the production of one category of commodity according to the 
average social necessity, but also to the aggregate labor which society 
generally has at its disposal, to be expended on various products with 
their relative social importance as being necessary to the society. That 
was why Marx said that "the determination of value” was a question of 
“social labor time in general, the quantity of labor which society generally 
has at its disposal." 


It should be further pointed out that this passage from Marx's works clearly 
tells us that social labor time or social necessary labor time is both 
related to and different from value. In his views, social labor time or 
social necessary labor time is the "decisive factor" of “commodity value." 
It was in this sense, as we should note, that Marx considered social labor 
time or social necessary labor time as the “determination of value." Thus 
“commodity value" is in fact a “certain form” or a certain social form of 
the “decisive factor" of social labor time and social necessary labor time. 
The reason is that a certain quantity of human labor must go into the 
production of any product in any society. However, the products of human 
labor are not necessarily commodities in any form of society. Similarly, 
the labor included in the product cannot be expressed as value in any form 
of society either. As Marx aptly pointed out: "The ‘value’ of commodity 
finds expression in something through a particular form of historical 
development, though this something exists in all forms of historical society... 
only through a certain form of historical development can the character of 
labor expended on it be shown as social labor power." (Marx: "Comments 

on Wagner's ‘An Economic Course’,"” “Kapital,” Vol 1, translated by Guo 

Dali and Wang Yanan, People's Publishing House, 1953 Edition, p 155-156) 

The fact is that the private labor of the commodity producer (or the labor 
of different owners) has to acquire’its social character through the exchang. 
of commodities in the market before such labor can be expressed in terms 

of value. In other words, the products of labor must be changed into 
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commodities before the labor expended on them can become yalue. Only 
thus can the quantity of labor become the quantity of value and produce 
the law of value; otherwise, it is not value and there is no law of value. 
Social labor time or social necessary labor time, that is, the “determina- 
tion of value," is related to as well as different from the law of value. 
This point should be accepted as beyond dispute; otherwise we may confuse 
the “determination of value" with the "law of value." 


Thirdly, misinterpretation of the regulatory role of social necessary labor 
time on social production will tend to erroneously equate the determination 
of value with the law of value. 


As we all know, since "time is the natural measure of labor," (Marx: 
“Grundrisse: Foundations of the Critique of Political Economy (Rough 
Draft) (1857-1958) Part 1, People's Publishing House, 1975 Edition, pp 
155-156) is a person wants to gain a certain amount of weaith, he must 

not only carry out some useful form of production and spend a certain amount 
of time, but also use time to measure his labor in order to find out how 
much labor he has spent on something of use value. He must use labor time 
as the measure of labor expended on the production of wealth. Thus objec- 
tively, the ratio between labor time and labor result must take this form: 
quantity of products/quantity of labor, or quantity of labor/quantity of 
products. This ratio between the two different quantities is the formula 
usually used by people to compute labor productivity. Because of material 
benefits, mankind must have a concern for labor productivity. Because of 
this concern, labor productivity in general, or the quantity of labor 
generally required in production--that is, the average social necessary 
labor time--plays a particularly important role as the criterion for com 
paring progress with backwardness. Without this criterion for comparison, 
it will be difficult to determine who is advanced, who is average and 

who is backward. Furthermore, the individuals engaged in production will 
find no clear direction for their efforts and this will certainly not be 
helpful in raising labor productivity. Speaking of the necessity of tech- 
nical standards for labor, Stalin pointed out: "Technical standards are 
a great regulating force which organizes the masses of the workers in the 
factories around the advanced elements of the working class." (Stalin: 
"Speech at the First All-Union Conference of Stakhanovites," "Problems of 
Leninism," People's Publishing House, 1964 Edition, p 637) The so-called 
technical standard is, in the final analysis, labor standard, and the 
great regulating force means the regulatory role of labor standards. It 
must be noted that the social necessary labor time for production is in 
fact a general average labor standard socially recognized. (Of course, it 
is not a relatively advanced standard created by man.) Therefore, it is 
a strong regulating force. In the social production of mankind, people 
use it to compare and assess the consumption of social labor in various 
branches of production, and to determine the advanced, the average and the 
backward elements. It will decide the orientation for the use of efforts 
to catch up with the advanced elements, and certainly stimulate greater 
efforts to continually raise labor productivity with due regard for consump- 
tion. It is precisely in this sense that social necessary labor time is 
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of great significance in raising labor productivity. Since the rise of 
labor productivity will naturally mean continued saving of lebor time, the 
influence of social necessary labor time on the rise of labor productivity 
also promotes the saving of labor time. This is the first aspect of the 
regulatory role of social necessary time on social production. The second 
aspect is its effect on the distribution of the sum total of labor at the 
disposal of society among different production departments. The existence 
and development of human society requires material products of various types 
and varieties. At a certain rate of labor productivity (which is of course 
relative), the society must distribute the aggregate labor at its disposal 
proportionately among various production departments in order to produce 
various types of material products according to social wants. However, 
without social necessary labor time as the determinant factor and the means 
of evaluation and comparison, it will be impossible to determine not only 
the total quantity of social labor, but also the amount of labor required 
by each production department. Then the proportionate distribution of the 
total social labor among different production departments will be out of 
the question. However, all problems will be solved as long as there is 
regulation by the social necessary labor time serving as a yardstick of 
consumption in production. Therefore, the importance of the regulatory 
role of social necessary labor time in the proportionate distribution of 
the aggregate social labor is beyond doubt. 


It is not solely social necessary labor time that plays a regulatory role 
in social production, because there are also other elements in social pro- 
duction with dominating or regulatory roles. For instance, the rise of 
labor productivity resulting in labor time saving and the proportionate 
distribution of social labor are all subject to common economic laws which 
have their effects on all social production (although their effects may 
vary in degrees and forms according to different economic conditions or 
different special functions of the economic laws). However, their existence 
and effects are inseparable from social necessary labor time as a medium 
of regulation. Without labor time, there will be no way to compute labér 
productivity; without social necessary labor time, any talk about social 
labor productivity in general will be meaningless, and it will be difficult 
to raise labor productivity or promote labor time saving. Of course, 

there will be no computation of the aggregate social labor and the propor- 
tionate distribution of total social labor to speak of. Therefore, the two 
economic laws-~-social necessary labor time in raising labor productivity 
and the saving of social labor time on the proportionate distribution of 
the aggregate social labor--play their regulatory roles through the measure 
of social cost in production. 


Of course, the regulatory role of social necessary labor time takes different 
forms under different economic conditions. For example, under conditions 

of commodity economy, social necessary labor time very rarely plays its 
regulatory role directly on social production. In fact, it mostly plays 

its regulatory role indirectly and by devious ways, such as through value 

in the motion of value or pricing according to value fluctuations. This 








is particularly true of commodity production based on capitalist private 
ownership, in which case it can «>'y play its regulatory role blindly and 
spontaneously according to the law of surplus value and in a competitive 
and anarchic state. 


In commodity production under the two different systems of public ownership, 
as in our present socialist state, the social necessary time may play its 
regulatory role indirectly or in a devious way through value and orice; 

yet, because of the socialist basic economic laws and the plannec and pro- 
portionate developmenc according to these laws, the society can, in a 

planned way, regulate prices according to value and the social necessary 

labor time. Thus the social necessary labor time can play its regulatory 
role in social production through value and price in a planned way and without 
any blind spontaneity. 


Of course, if the society violates the law of value by setting up irrational 
prices and allowing prices to deviate from the value by a wide margin and 

to become incompatible with the social necessary labor, it will then be 
impossible for the social necessary labor time to play its regulatory role 
on social production through value and price. If things turn out badly, 
there will still be blind action leading to disproportionate social produc- 
tion. 


When human society develops to a stage where there is no commodity produc- 
tion or commodity exchange, and therefore no value or law of value, the 
situation will be vastly different. By that time, social necessary labor 
time will be able to assert itself and directly regulate social product/on 
to the maximum extent. There will be no need for social necessary labor 
time to function indirectly and by devious ways through value and price. 


After all, just as Marx said: “Indeed, no form of society can prevent the 
working time at the disposal of society from regulating production one way 

or another. So long, however, as this regulation is accomplished not by the 
direct and conscious control of society over its working time--which is 
possible only with common ownership--but by the movement of commodity prices," 
("Marx to Engels, 8 January 1868" "Selected Works of Marx and Engels,” 

Vol 4 p 365) the regulatory role can only be indirect, in devious ways, 

blind and spontaneous. 


Based on the above, if we will review the passage from Marx's works quoted 
by Comrade Song Yangyan, we will clearly see that the words "after the 
abolition of the capitalist mode of production, but still retaining social 
production, the determination of value continues to prevail..." in effect 
means that after the abolition of capitalism and when mankind has entered 
the communist society, commodities, value and its law may no longer exist. 
Yet, the social necessary labor time, which has been the decisive factor 
of value, still has to play its own regulatory role on social production: 
"The regulation of labor time and the distribution of social labor among 
the various production groups." 
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Therefore, these words of Marx never referred to the law of value and its 
role, but rather to social necessary labor time and its role. Comrade Song 
Yangyan overlooked the regulatory role of social necessary labor time as 
the basic element of the determination of value on social production and 
thought that only the law of value can play this regulatory role. There- 
fore, Marx's “determination of value" was mistaken as the “law of value," 
and the dominating role of the “determination of value" mistaken as the role 
of the “law of value.” 


The above views are by no means mature. If there is any mistake, I hope 
the comrade will criticize and correct then. 


Law of Value Discussed 
Beijing JINGJI YANJIU [ECONOMIC RESEARCH] in Chinese No 3, 20 Mar 79 pp 77, 44 


{Article by Zhang Yunde [1728 0061 1795]: “Some Superficial Observations 
on the Law of Value--A Discussion With Comrade Wang Yungzhi [3769 3057 3112]"] 


[Text] JINGJI YANJIU No 7 of 1978 carried an article by Comrade Wang 
Yungzhi entitled “Criticizing the Fallacies Created by the ‘Gang of Four’ 
Concerning the Law of Value" in which a whole set of fallacies concerning 
the law of value as expressed in the book "Socialist Political Economy" 
compiled by the Shanghai Writing Group of the “gang of four" were analyzed 
and criticized. I feel that certain points in Comrade Wang Yungzhi's article 
deserve further discussion. While describing the role of the law of value 
under socialist conditions, Comrade Wang Yungzhi said that people can 
“restrict the scope and extent of its role." I feel that this view is 
incorrect. The law of value is essentially related to the process of eco- 
nomic development and is independent of man's subjective will. Then how 
can it be possibly subjected to “restriction” by man? All laws (economic 
laws included) play their roles under certain conditions. People can change 
the conditions under which this law asserts itself. This change may < “fect 
the scope of the law's application, but this does not mean the restriction 
of the law itself. Commodity provides the conditions for the law of value 
to play its role. Wherever commodity exists, the law of value applies; 
wherever commodity does not exist, there is no need for the law of value. 
Here, the question of “restriction” does not arise; in fact, restriction 
is impossible. Should it still be argued that the scope of the role of the 
law of value can be defined by people, would it be correct to say that 
this law, which exists objectively, can be manipulated by people at will? 
If so, the objectivity of the law of value would be ignored. Commodity 
production can be either expanded or curtailed through subjective efforts. 
Along with the expansion of commodity production, the scope of the role 

of the law of value is correspondingly expanded; on the other hand, along 
with the reduction of the scope of commodity production, the scope of this 
role will also be correspondingly reduced. 


Because of their confusion over the “restriction” of the scope of the law 
of value's role, some people have held that under conditions of socialisn, 











the law of value applies to some, but not all commodities. We must ask: 
Since they are all commodities, why cannot the law of value apply to all 
of them? This is logically incorrect. As we know, the law of value, which 
holds that the amount of commodity value is determined by the amount of 
social necessary labor, has been used for a long time. In 4 socialist 
society, under either the system of ownership by the whole people or the 
system of collective ownership, commodities produced by the enterprises 
are all priced according to the amount of social necessary labor time spent 
on their production, in which case, the law of value does apply. Some people 
regard it as an artificial way to raise or lower the prices of certain 
commodities. (For example, when more commodities have been produced than 
can be sold, the prices are lowered. On the other hand, when some high 
grade consumer goods have not been produced in sufficient quantities to 
meet the demand, the prices are appropriately raised.) This is a mistaken 
idea of the law of value. Such price adjustments are not in accordance 
with the amount of social necessary labor, or the value, and therefore the 
law of value does not play any part in it. It is rather the effects of 
supply and demand on pricing. If such price adjustment can be considered 
as the effects of the law of value, then this law can even play the roles 
of “abolishing” or "creating" beyond that of “restricting"™! 


Comrade Wang Yungzhi strongly criticized the fallacy of the "gang of four" 
for placing the law of value and planned economy in such mutually contra- 
dictory positions that the application of such a law would lead to capitalist 
restoration. This criticism is perfectly justified. However, in his 
criticism, Comrade Wang Yungzhi also held that “planned economy and the law 
of value constitute the unity of opposites," meaning that there are opposites 
in addition to unity. I feel that this view is incorrect. 


There is no conflict between planned and proportionate development of national 
economy on the one hand and acting according to the law of value on the other. 
Planned and proportionate development refers to the proportionate alloca- 
tion of manpower and mcterial and financial resources among different depart- 
ments in order that the national economy can develop in harmony. The law 

of value, however, refers to the determination of commodity prices according 
to the amount of social necessary labor. There is no conflict between 
planned and proportionate development and the law of value whatsoever. If 

we will review history, we can see that the law of value was used even under 
conditions of small-scale production of commodities. On the other hand, 
planned and proportionate development of national economy can only materialize 
in a socialist society. Then how can they form a set of opposites? From 

the standpoint of socialist construction, we can see no conflict between 

the law of value and planned economy under conditions of socialism. Applica- 
tion of the law of value will not disrupt planned and proportionate develop- 
ment; it is even less true that planned and proportionate development can 
eliminate the need for the law of value. In fact, the law of value must 

be respected in order to develop national economy in a planned and propor- 
tionate way. If it is held that the law of value and planned economy are on 
opposing sides, it will be impossible for us to strongly discredit the 
fallacies of the “gang of four" concerning the law of value, and even less 
advantageous for us to emancipate our minds and speed up socialist construc- 
tion. 
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It is true that planned and proportionate development of national economy 
is opposed to anarchism in production. Anarchism in a capitalist society 
is created by the system of private cwnership of the means of production, 
and not by the role of the law of value. This law cannot be equated with 
anarchiss in production. 


Under conditions of socialia=, it is sometimes difficult to carry out planned 
and proportionate development for many reasons. However, this is not because 
of the existence of the law of value, but rather because of the violation 

of it. Therefore, no conflict exists between socialist planned economy 

and the law of value. 


I feel that, under conditions of production and exchange of commodities, 
realistic planning for high speed and proportionate development of national 
economy is possible only provided the law of value is understood, appreciated 
and used as a foundation. If we deviate or violate the law of value and 

fail to base our prices on value as determined by the amount of social 
necessary labor, we will be unable to compute the prices or to carry out 
exchange and accounting. There will be no rational allocation of capital 
fund to speak of, and planned and proportionate development of national 
economy and socialist construction will also be very difficult. 


9411 
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GENERAL SCONOMIC INFORMATION 


"XINHUA’' REPORTERS CRITICIZE MONOPOLY, PRAISE COMPETITION 
Beijing XINHUA Domestic Service in Chinese 0238 GMT 15 Aug 79 OW 


[Report by XINHUA reporters Han Xiaofeng and Feng Dongshu: “It Pays To 
Change the Monopoly Situation--Commenting on the Unmarketable Honeycomb 
Briquets at the Shifang County Coal Company”) 


(Summary) Chengdu, 15 Aug--The sale of honeycomb briquets in Shifang 
County, Sichuan, has in the past been monopolized by the honeycomb briquet 
factory under the county coal company. The factory does not exercise 
strict quality control over its products. 


"It has not set fixed work quotas for ite workers. No distinction is made 
between those who do more work and those who do less. Of its 27 personnel, 
10 are nonproductive workers. Therefore, the honeycomb briquets it produces 
are of inferior quality, although it has good equipment.” 


Local people have offered numerous suggestions, but to no avail. The factory 
has long failed to make any improvements. One reason was that it ran a 
monopoly amd people had to buy its briquets no matter how poor its products 
or how bad its service. 


Ia 1978, the Lianglukou commune set up a honeycomb briquet factory. It 
produces better and cheaper briquets and offers improved service to its 
customers. People like its products. A large quantity of the honeycomb 
briquets it produces has been sold in the city this year. 


"The sale of the honeycomb briquets produced by the Lianglukou commune 
factory in the city has exposed the long-concealed problems of the monopoly 
of the honeycomb briquet factory under the county coal company. People 

no longer buy its products. By early July, the factory had accumulated 
over 200,000 pieces of unmarketable honeycomb briquets.” 


The majority of local people have tendered the following comments: "“Com- 
parison tells the difference. The long backward situation of the honeycomb 
briquet factory under the county coal company shows that monopoly only makes 
an enterprise lose its motivation for progress. The competition posed by 
the Lianglukou commune honeycomb briquet factory threatens the survival of 
the county factory. It also gives the county factory new hope because it 
now must improve its backward situation.” 
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GENERAL ECONOMIC INFORMATION 


EFFORTS, NEED TO CONSERVE TIMBER RESOURCES NOTED 
Beijing GUANGMING RIBAO in Chinese 7 Jul 79 p 4 


[Article by Ji Maogin [1323 2021 0530]: “Economize or the Use of Timber 
to Meet the Demand of the Four Modernizations”™] 


[Text] Timber has special and good synthetic characteristics. It can be 
used to construct a factory building or to make productive materials such 
as machines and tools. It can also be used to build a house or to make 
living necessities such as furniture and decorations. It is one of the 
important materials in the national economy. The consumption level of 
timber in our country, according to the average amount used by a person, 
is still very low. It is only 0.052 cubic meters. It is 2.55 cubic 
meters in Sweden, 1.72 cubic meters in the United States, 1.45 cubic 
meters in the Soviet Union, and 1 cubic meter in Japan. It is doubtices 
that the requirement of timber will increase following the development 

of the construction business of socialist modernization in our country 
and the improvement of people's living standard. Nowadays, the contra- 
diction between the supply and the requirement is very sharp. Due to 

the deficiency of forest resources in our country, the basic way of 
solving the problem of timber is to reinforce the afforestation ond the 
development of the production in the forestry industry. However, the 
growth period of the tree is comparatively long, and the afforestation 
cannot be effective in a short period of time; therefore, it is espe- 
cially important how to grasp well the saving of timber and to power- 
fully develop substitute and synthetic utilization of timber. 


A wide adoption of the substitute of timber is an important way to save 
timber. Rucently, we extended the use of many substitutes. The concrete 
products used to substitute for wooden products are concrete railway 
sleepers and concrete ships. The metallic products used in mines and 
metallic columns. Some coal mines have greatly reduced the consumption 

of tunnel wood after they used metallic columns, top beam sup,orts and 
enamelled materials instead of wooden boards. The consumptim of tunnel 
wood is maintained at «bout 5 cubic meters per 10,000 tons »f coal in 5 
years. It is about 4 percent of the average consumption of the important 
coal mines in the whole country. Using magnesite to substitute for timber, 
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the cost is low and the result is good. They used this method in Liaoning 
from 1972 to 1978, and saved 295,000 cubic meters of timber. There is a 
great potential to develop the substitute of timber now. 


To improve the utilization rate of log and to fully utilize the by-products 
of wood in the process are also important ways to save in using timber. Now- 
adays, we need 20 million cubic meters of processed log for the whole country. 
every year. The rate of utilization is only about 50 percent. Every year, 
about 10 million cubic meters of by-products are not properly used. Most of 
it has been burned. In the wood factory in the city of Hangzhou, they adopt 
concentrated management, processing as required, unified supply of processed 
timber and products to reinforce synthetic utilization of log such that the 
rate of direct utilization of log reaches 70 percent and the utilization of 
by-products of processing reached more than 20 percent. The summation of 
these two items reaches about 95 percent. If the rate of utilization is 
heightened by 20 percent in the whole country, it is equivalent to an in- 
crease of wood resources in the amount of 4 million cubic meters. This 
quantity can be used to build a billion square meters of civilian housing. 


Reasonable use of timber is also a part that should not be neglected in 
saving timber. One should not use first-class timber in a case where 
second-class timber should be used. One should not use timber with a 
grade in a case where timber without grades may be used. In case a 
preservative should be used to preserve timber, one should not try to do 
less work and try not to use it. The timber that should be repeatedly 
used for a certain number of times should not be used fewer times and 
than reported as useless. For example, every year more than 2 million 
cubic meters of timber are used as mold boards for construction. It is 
the regulation of the country that a mold board should be used more than 
seven times. But usually it is used only twice, or three times. Some 
are used only once or twice, and are reported as useless. But a construc- 
tion company in Shanghai has continuously used it more than 20 times. If 
the number of times a mold board is used can reach the standard of the 
regulation, more than a million cubic meters of timber can be saved. 


The supply of timber in our country is comparatively tight, but the case 
of waste is still quite severe. We should propagandize with effort the 
importance of saving timber. At the same time, to those units and people 
that are exceptional in saving timber, it is necessary to give them cer- 
tain encouragements by material rewards. Once we can raise the persis- 
tency of the masses, it is certain that we can save a lot of timber to 
meet the demand of the four modernizations of our country. 


9138 
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GENERAL ECONOMIC INFORMATION 


BRIEFS 


QINGHAI PREFECTURE PROGRESSES--Since its founding 25 years ago, the Haixi 
Mongol-Tibetan-Kazakh Autonomous Prefecture, Qinghai Province, has made 
rapid progress in various fields. Compared with 1953, the total value of 
agricultural and livestock production in 1978 rose by 7.8 times. The 
total number of livestock raised in the prefecture increased by 210 percent 
during the period, while grain output rose by 6 times. The total value 

of industrial output in 1978 was nearly 90 million yuan. The total length 
of highways in the prefecture now is 2,600 kilometers. During this time 
financial revenue has also increased nearly 50 times. There are now 

73 middle schools, two secondary professional schools and 345 primary 
schools with a total of 71,000 students, including 9,098 students of 
minority nationalities. The prefecture now has 3,827 middle and primary 
school teachers, including 538 teachers who are from-minority nationalities. 
At present, some 96 percent of the school-age children are studying at 


various schools. [Xining Qinghai Provincial Service in Mandarin 1430 GMT 
10 Aug 79 OW] 


HETLONGJLANG TECHNICAL COORDINATION--The Heilongjiang Mass Technical 
Coordination Committee has been established to promote the work of read- 
justing, restructuring, consolidating and improving the national economy 
and speeding up the four modernizations. An inaugural meeting was held 
in Hulan under the auspices of the provincial trade union council. The 
meeting elected 83 persons to serve as chairman, vice chairmen and members 
of the first Mass Technical Coordination Committee. It also discussed 
and approved the draft organic rules for trial use. Chen Lei, secretary 
of the provincial CCP committee and vice chairman of the provincial 
revolutionary committee spoke at the meeting. He called on workers to 
push forward the movement to increase production and practice economy 
with emphasis on improving product quality, increasing variety and 
reducing raw material consumption. [Harbin Heilongjiang Provincial 
Service in Mandarin 1100 GMT 17 Jul 79 OW] 


LIAONING ENTERPRISE CONFERENCE~-The Liaoning Provincial Commune-Brigade 
Enterprise Administration Bureau, from 1 to 5 July, held a conference in 
Shenyang Municipality on developing enterprises run by communes and 
brigades across the province. The conference studied and discussed the 
implementation of the policy decision made by the Liaoning Provincial CCP 
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Committee regarding development of enterprises run by communes and brigades. 
The leadership of the Liaoning Provincial CCP Committee attached great 
importance on this conference. Therefore, Chen Puru, secretary of the 
provincial CCP committee, deputy secretary Zhang Xincun and Wang Guangzhong, 
vice chairman of the Liaoning Provincial Revolutionary Committee each gave 
instructions to the conference. Liaoning Province has laid a certain 
foundation of commune-brigade enterprises. There are more than 30,000 
industrial production plants and centers which employ nearly a million 

staff members and workers, and which made a profit of 400 million yuan in 
1978. Through this conference, leading comrades from the enterprises 

run by communes and brigades across the province solved a number of concrete 
problems, exchanged experiences and learned from each other. [Shenyang 
Liaoning Provincial Service in Mandarin 1100 GMT 7 Jul 79 SK] 





ZHEJIANG COUNTY JOB OPPORTUNITIES--Since last October, Jinhua County of 
Zhejiang Province has taken various measures to provide jobs for 7,190 
youths, accounting for 84.7 percent of the youths waiting for job assign- 
ments. As a result, production has been developed, the people's livelihood 
improved and the stability and unity of society promoted. Last year, the 
county party committee set up a team with a standing committee member in 
charge to tuke care of the work in this concern. Many youths were given 
jobs in collectively-owned enterprises in the county. [Hangzhou Zhejiang 
Provincial Service in Mandarin 1100 GMT 10 Aug 79 OW] 


ANHUI OUTPUT REWARD CIRCULAR--The Anhui Supply and Marketing Cooperative, 
Material Price Bureau, Agriculture Bureau and Finance Bureau issued a 
circular on 24 July to inform all areas of the concrete method for in- 
creasing the procurement price of cotton sold in excess of the year's 
procurement quota. The production teams are the beneficiaries of this 
method of reward. The increased reward price is a 30-percent premium on 
the ordinary selling price of cotton in 1979. [Hefei Anhui Provincial 
Service in Mandarin 1100 GMT 6 Aug 79 HK] 


ZHEJIANG INDUSTRIAL PRODUCTION--The workers on the industrial front in 
Zhejiang Province have promoted production. As of the end of June, they 
have fulfilled 49.2 percent of the annual state.production plan in terms 
of total value of output, an increase of 11.9 percent as compared with 

the same period last year and an all-time record in industrial production. 
They have overfulfilled the production of steel and 55 other kinds of 
industrial products for the first half of this year. [Hangzhou Zhejiang 
Provincial Service in Mandarin 1100 GMT 8 Jul 79 OW] Hangzhou, July 25-- 
Industrial production in Zhejiang Province set a record high in the first 
half of this year, with light manufacturing and the textile industries 
developing more rapidly than heavy industry in accordance with the policy 
for the readjustment of the national economy. The total value of industrial 
production in the province from January to June was 11.9 percent greater 
than the same period last year, and the total value of output in the 

light manufacturing and textile sector increased 12 percent. Of 80 major 
products produced under the state plan, the output of 66 increased 
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substantially. Zhejiang's light manufacturing and textile industries have 
a long history and represent 70 percent of the province's total industrial 
output value. Fuel, electricity and raw materials for the development 

of the light and textile industries are being given priority this year. 
[Text] [Beijing XINHUA in English 0215 GMT 25 Jul 79 OW] 


SHANGHAI ENERGY-SAVING MEETING--On 11 July the Shanghai Municipal Planning 
Commission, the Municipal Industry and Communications Office and the 
Municipal Trade Union Council jointly held a rally to exchange experiences 
in saving energy. The rally called on workers and staff members on all 
fronts in Shanghai to find ways and do everything possible to save energy. 
More than 13,000 people attended the rally. They included model workers, 
advanced producers, engineers and technicians and grassroots and trade 
union cadres. Leading comrades of the Shanghai Municipal CCP Committee, 
Han Zheyi and Chen Jinhua, spoke at the rally. A number of engineering 
and technical personnel and workers reported on experiences in saving 
energy by various measures. [Shanghai City Service in Mandarin 1130 GMT 
11 Jul 79 OW] 


BEIJING TELEPHONE EXCHANGE--A telephone exchange under the Beijing 
Municipal Telecommunications Bureau has been completed and partially put 
into operation since 1 July. The exchange, located in the Guanganmen 
District in Beijing, is the largest city telephone exchange in China. 

It. can connect 20,000 subscribers at full capacity. At present, 7,200 
subscribers have been connected. All the equipment and material were 
made in China. [Beijing XINHUA Domestic Service in Chinese 0118 GMT 

2 Aug 79 OW] 


BUILDING MATERIALS INDUSTRY--The vast number of staff and workers on the 
building materials front of Liaoning Province have continuously improved 
management and tapped potentials of production, thus advancing in produc- 
tion. In the first half of the year, this front fulfilled 54.6 percent 

of the annual state plan showing an increase of 9.6 percent over the 

same period last year. Production plans for the first half year were over- 
fulfilled by the end of June on 14 of the 16 total major types of products. 
Great efforts were also made to conserve coal, electricity and raw 
materials. In large and medium-sized cement plants, over 4,000 tons of 
coal and 2 million kilowatt-hours of electricity were saved in the first 
half of this year. [Shenyang Liaoning Provincial Service in Mandarin 

1100 GMT 8 Jul 79 SK} 


BEIJING PRODUCTION, SERVICE COUNCIL--The Beijing Municipal Revolutionary 
Committee recently set up a Beijing municipal council for production and 
service cooperatives. Comrade Wang Chun, secretary of the Beijing Munfcipal 
CCP Committee, vice chairman of the municipal revolutionary committee and 
director of the municipal general production and service cooperative, was 
appointed chairman of the council; Comrade Lu Yu, secretary general of the 
Beijing Municipal Revolutionary Committee, was appointed advisor; Comrade 
Li Xiao was appointed first vice chairman; and major responsible people of 
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the concerned departments, committees and offices of the municipal revolu- 
tionary committee and of all districts and bureaus were appointed directors. 
The council held its first session on 26 June. The session conveyed 

the spirit of the instruction of the Beijing Municipal CCP Committee on 
getting the whole party to take action to do well in developing the 
collective economy. Comrade Wang Chun spoke. [Beijing City 

Service in Mandarin 2300 GMT 28 Jun 79 HK] 
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WELL-RUN ENTERPRISES GET PRIORITY IN GRANTING OF LOANS 
Loans to Enterprises Which Fulfill Economic Contracts 
Beijing RENMIN RIBAO in Chinese 15 May 79 p 2 


[Text] The Kunming Branch of the People's Bank of China provides loans to 
industrial and commercial enterprises by contract. To urge these enter- 
prises to operate conscientiously in accord with economic regulations, the 
bank is particular about economic results. 


For many years Kunming Branch loans to industrial and commercial enterprises 
have been issued purely on the basis of production plan and commodity turn- 
over. Last year, through an investigation they learned that this method of 
granting loans covered up the contradictions of supply, production and mar- 
keting not being coordinated, so that plants for whose products there was 
no market still got loans and reckless production created overstocking. To 
alter this situation, the Kunming Branch gradually implemented the practice 
of granting loans by economic contract. Executing priority loans for car- 
rying out contracts well means stopping or reducing loans for not carrying 
out a contract, or not carrying it out well. Over half a year of practice 
has proven that granting loans by economic contract is a good method. It 
promotes the coordination of production and marketing, reduces commodity 
accumulation and reduces the proportion taken up by floating capital. The 
Kunming Municipal Agricultural Machinery Plant originally wanted to bring 
in 2,060 tons of rolled steel and asked for a loan of 200,000 yuan. But 
the volume of orders actually required only 1,200 tons of steel, and fur- 
thermore an inventory showed 1,300 tons of rolled steel in stock which met 
the specifications fairly well. On this basis, the bank loaned them only 
50,000 yuan to help them purchase other raw materials. 


Priority to Loans for Better Managed Firms 
Beijing RENMIN RIBAO in Chinese 15 May 79 p 2 
[Article: "Preferential Treatment in Loans to Outstanding Businesses") 


[Text] When granting loans to enterprises, the Tiexi [6993 6006] Office 
of the People's Bank's Shenyang Municipal Branch makes distinctions by 
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giving preference and support to well-managed firms, giving play to the 
superior ones and helping them and has developed a role for bank promo- 
tional and supervisory functions of banks and raising the level of business 


management. 


The Tiexi Office of the People's Bank's Shenyang Municipal Branch is lo- 
cated in an industrial area of Shenyang. Last year they conducted an 
analysis of the management and administration of enterprises throughout 
the area. All whose levels of capital use reached or exceeded their best 
previous efforts, who had completed the state plan and fulfilled their 
contracts, whose economic management was good and who had good credit were 
placed in the top category. If these enterprises need loans the bank gives 
them priority. All those enterprises which have a substantial amount of 
occupied capital, whose economic management is poor, and who have excess 
stocks are placed in the 2nd category. The bank will not increase new 
loans to these enterprises but encourages them to improve their management 
and fully develop their potential. All those enterprises which use too 
much capital, whose economic management is chaotic and where waste and 
accumulation are serious and not actively dealt with are placed in the 

3rd category. Unless these enterprises pay off loans already granted and 
strengthen management, no new loans will be issued to them. Some have 
even had loans already in use recalled. This both encouraged and imposed 
restrictions on credit work, and effectively developed the role of promot- 
ing and overseeing production. Because the Shenyang Bridge Works was 
managed badly, the occupied capital increased annually so that by the end 
of 1977, every 100 yuan of output value used as much as 95.8 yuan of 
liquid assets. The bank decided not to grant any new loans to this enter- 
prise and reclaimed the excess loan granted. So the plant immediately 
mobilized the masses and found over 2,000,000 yuan in excess accumulated 
assets. A professional was put in charge who revived idle capital and 
strengthened the management of the enterprise. Last year the enterprise 
completed its entire year's plan 2 months ahead of schedule and the liquid 
assets required for every 100 yuan of output value was reduced to 48 yuan, 
the best level in the plant's history. 


8226 
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FINANCE AND BANKING 


BRIEFS 


GUANGDONG PREFECTURE FOREIGN INCOME--By the end of May 1979, the people 
throughout Foshan Prefecture, Guangdong, earned US$715,000 in wages from 
abroad. Located near Hong Kong and Macao, the prefecture can be easily 
reached from sea and is the main base for export in the province. In the 
second half of 1978, six municipalities and counties accepted assembling 
and installation work from foreign merchants. In Zhuhai County in 1978, 
the people earned US$11,550,000 from such work. In Zhongshan County, 

70 contracts have been signed with foreign merchants, worth US$4,430,000 
a year. At present 210 contracts have been signed with foreign merchants 
and the customers from Hong Kong and Macao throughout the prefecture, 
worth a total of US$30 million a year. Most of these contracts are for 
producing light and textile products. [Guangzhou Guangdong Provincial 
Service in Mandarin 1130 GMT 3 Jul 79 HK] 


FUJIAN FINANCE WORK CONFERENCE--The Fujian Agricultural Bureau and the Fujian 
People's Bank jointly held a recent conference in finance work in people's 
communes to study how to further rectify and strengthen the financial 
management of these communes. This conference was the first of its 

kind since the cultural revolution. The leading comrade of the provincial 
CCP committee attended and gave an important speech. The conference 
participants decided that current finance work in communes and brigades 

is still very weak, with insufficient finance personnel and an unsound 
system. The muddled financial situation still exists to varying degrees. 
The principles of running communes with diligence and thrift and demo- 
cratically have still not been implemented. Production costs are also 
high. Therefore, it is necessary to strengthen financial management. 
[Fuzhou Fujian Provincial Service in Mandarin 0300 GMT 8 Aug 79 HK] 


FUJIAN RAW MATERIALS CONFERENCE--The raw material coordination office of the 
Fuzhou Planning Committee recently held a conference on comprehensive regu- 
lation of raw materials in Fuzhou. Attending were some 170 raw materials 
supply and marketing personnel from all levels of raw materials departments 
throughout the province, the raw materials supply depots of the Fujian 
Forestry Bureau, Light Industry Bureau, the No 2 Light Industry Bureau, 

the Hydroelectric Power Bureau and Commune and Brigade Enterprise Bureau. 
Some 304 goods supply contracts worth 1.6 million yuan were signed at the 
conference. The conference has helped quite a few enterprises and units 
solve their material shortage problems. [Fuzhou Fujian Provincial Service 
in Mandarin 0300 GMT 7 Aug 79 HK] 
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FUELS AND POWER 


BRIEFS 


GUIZHOU ELECTRICITY--By 30 June, the electricity system in Guizhou has 
surpassed the output plan by 7,220,000 kilowatt-hours. In the first half 
of this year, the system saved 60,540 tons of coal and 10,690,000 kilowatt- 
hours of electricity. [Guiyang Guizhou Provincial Service in Mandarin 

2315 GMT 9 Jul 79 HK] 


JIANGSU PRACTICES ECONOMY--Changzhou Municipality, Jiangsu, has increased 
production through conserving electricity, oil, coal and water. From 
January to June, it fulfilled 52.4 percent of the annual plan for total 
industrial output value, an 8.1 percent increase over the same period last 
year. The municipality possesses 13 power generating sets using exhaust 
heat, with total installing capacity of 10,800 kwt. During January-June 
period, it produced 15.5 million kwh of electricity by means of exhaust heat, 
topping the same period last year by 7.62 million kwh. During the same 
period, it conserved 17.58 million kwh of electricity, 19,600 dun of coal, 
1,940 dun of oil and 10.45 million dun of water, thereby promoting 
industrial production. [Nanjing Jiangsu Provincial Service in Mandarin 
2300 GMT 19 Jul 79 OW] 


SHANGHAI PRODUCTION, ECONOMY DRIVE--Shanghai's industrial, communications, 
capital construction, financial and trade departments have scored fine 
achievements in increasing production and practicing economy. According 

to preliminary statistics, from January to May, the municipality saved 

66 million kwh of electricity, sufficient to produce 330 million yuan worth 
of products; 120,000 tons of coal, sufficient to produce 400 million meters 
of cotton cloth; and 93,000 tons of coke, sufficient to smelt 490,000 tons 
of steel. During the same period the municipality saved 76,000 tons of 
heavy oil, 12,300 tons of processed oil and 90,000 cubic meters of timber, 
thus fulfilling the yearly quotas for saving coke and heavy oil and 

25 to 50 percent of the yearly quotas for saving other materials. [Shanghai 
City Service in Mandarin 2300 GMT 7 Jul 79 OW] 


JIANGSU COAL PRODUCTION--By promoting the experience of the Hanqiao Coal 
Mine, the Xuzhou Mining Bureau, Jiangsu Province, has scored high coal 
output. The coal output in 1978 increased by 2.81 million tons as compared 
with 1976. This bureau has been continuing the labor emulation drive since 
1977. [Beijing XINHUA Domestic Service in Chinese 0144 GMT 25 Jul 79 OW] 
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YUNNAN HYDROELECTRIC STATIONS--The Diqing Tibetan Autonomous Prefecture in 
Yunnan Province is vigorously developing small hydroelectric power stations 
in the countryside. At present, over 75 percent of production teams and 

93 percent of the communes in this prefecture have electric power. Since 
liberation, this prefecture has built 100 small and mediwm hydroelectric 
power stations with a total capacity of more than 12,000 kw. ([JDeijing 
XINHUA Domestic Service in Chinese 0133 GMT 5 Aug 79 OW] 


HETLONGJIA’ -22 INFRARED RAY--In the past 2 years Heilongjiang Province 

has promoted the application of far infrared heating technology which has 
resulted in higher production efficiency, better product quality and con- 
servation of fuel and power. At present the province has trained more 

than 1,500 technicians to help some 630 enterprises with far infrared heat- 
ing equipment to >»vercome some technical difficulties. Recently the pro- 
vincial economic commission held a meeting in Qiqihar to exchange experience 
in this technology. [Harbin Heilongjiang Provincial Service in Mandarin 
1100 GMT 21 Jul 79 OW] 


JILIN HYDROPOWER STATION--(Daan) commune of Tonghua County, Jilin Province, 
has built a emall hydropower station with a total capacity of 320 kilowatts 
and an annual output of 1.2 million kilowatt hours. Beyond what the com- 
mune uses, this power station can provide 400,000 kilowatt hours of elec- 
tricity annually for state use. [Changchun Jilin Provincial Service in 
Mandarin 2200 GMI 29 Jul 79 SK] 
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XINJIANG MACHINE-BUILDING INDUSTRY--Final accounts for the second quarter 
of the year of the 16 factories directly under the Xinjiang Regional 
Machine-building Industry Bureau show that for the first time since 1967 
the bureau has made a profit, ending 12 years of operating at a deficit. 
The bureau showed a profit of 180,000 yuan for the second quarter [of the] 
year, bringing down the first half year's loss to 10,000 yuan, a drop of 
85 percent as compared to the loss for the same 1978 period. Since the 
downfall of the “gang of four,” the bureau has been able to reduce loss 
year after year, and its loss in 1978 was reduced to 1.8 million yuan. 
[Urumqi Xinjiang Regional Service in Mandarin 1300 GMT 8 Aug 79 OW] 


SHANGHAI METALLURGICAL DEPARTMENTS--During the first 6 months of this year, 
the profits of Shanghai metallurgical departments turned over to the state 
were 23.5 percent higher than the same period last year while their output 
of steel, steel products and gross industrial output rose 4.9, 18.2 and 
8.8 percent respectively. [Shanghai City Service in Mandarin 2300 GMT 

8 Jul 79 OW) . 
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LIGHT INDUSTRY 


POWER SHORTAGE FORCES CUTBACKS IN ANTIPOLLUTION, HEALTH MEASURES 
Shanghai JIEFANG RIBAO in Chinese 15 Jul 79 p 1 


[Article: “‘Green Light’ Should Be Given on Light end Textile Industries’ 
Energy Needs") 


[Text] Recently, while conducting interviews at light industrial and 
textile enterprises, this reporter heard of the following situation: 

The power allotment for the cotton dyeing shop of the Shanghai Knitwear 
Mil’ No 20 was 100 kilowatts in 1965. Then, the mill produced 3,000 
kilograms of dyed goods daily. By 1978, production had doubled to 6,000 
kilograms and even with the power lines loaded to full capacity, the con- 
cerned departments still maintained the fixed allocation of 100 kilowatts. 
Because of the increased production, the shop “rudely” exceeded the allot- 
ment of power and as a result had its power pulled for 1 day with a sub- 
sequent loss of over 50,000 yuan in output value. 


Similar situations in light industrial and textile enterprises are nothing 
new. According to this reporter's findings, the Shanghai Cotton Mill No 22 
is a fairly good example of energy conservation. From January through May 
of last year, the power suppliers cut power for [a total of] 34 hours for 

a loss in production value of 700,000 yuan. From January through May of 
this year, the number of times the power was pulled actually increased and 
the loss in production value of 2.3 million yuan. The Shanghai Cigarette 
Factory, because it hed all the power it wanted, put its equipment into 
full production. Daily output value jumped by 500,000 yuan. In order to 
assure a power supply for production, some light industries and textile 
enterprises cut back on their water pollution controle, ventilation, light- 
ing and other installations. In June alone, the city’s light industries 
and textile enterprises fell short of their needs by some 24,000 kilowatts 
and 70 percent of them could not realize their full production potential. 


According to the plans to adjust, improve, rectify and accelerate the 
people's economy, the output of light and textile enterprises will be 
rapidly expanded. To provide for the increased energy needs of these 
industries, the concerned organs have expended much effort but the above 








situations serve to explain that the critical power supply situation for 
these enterprises has yet to be markedly alleviated and the situation of 
“robbing Peter to pay Paul” still exists. What measures should be adopted 
to resolve the power crisis for these enterprises? Comrades of the con- 
cerned organs, factories, and enterprises told this reporter that in 
addition to construction of more power plants by th state, the power 
organs should, on the basis of unified planning, provile power to these 
enterprises, especially for “short-line” production and export products, 
giving the "green light" to assure a supply. The “Green Peony” poplin 
and other brand name products of the Shanghai Dyeing Plant No 17 are mar- 
keted in more than 100 countries and regions. In mid-June of this year, 
because power was pulled six times, its bolts of cloth were discolored. 
They took a loss of tens o° -housands of yuan. After the responsible 
personnel in the municipa) » wer bureau learned of this situation, they 
put their heads together acd changed the power lines, returning a normal 
power supply to the plant. ~ cently, the plant's “Green Peony” and three 
other brands have been pr ed as some of Shanghai's more outstanding 
products and export delive.y agreements have been met on time. In order 
to satisfy the heavier power demands of the light industrial and textile 
enterprises stemming from their increased production, the Hubei Power Plant 
has increased the power supply in the districts of Jiyang and Baotong 
where this year there have been no more problems for some 22 light indus- 
trial and textile enterprises, as power has been increased by 4,300 kilo- 
watts. In this manner, the power organs have been in step with the 
revised guidelines and should be lauded end encouraged. Light industrial 
and textile enterprises yield good, fast returns for small investments. 
One kilowatt/hour of electricity used in the metallurgical and chemical 
industries may yield products worth only 2 yuan. But used in the light 
and textile industries, it will yield 7 or 8 yuan worth of products. 

Each and every department should tap latent sources of power, and reduce 
energy consumption so that more power can be channeled to the light and 
textile industries. If only the heavy industrial and “rich” consumers of 
power conserved more energy, the crisis now faced by the light and textile 
industries could be relieved and economic benefits reaped. The Shanghai 
Silk Print Plant No 2 is an export enterprise. In the first half of last 
year the plant brought in a Japanese highspeed, high-efficiency thermofix- 
ation [7] machine. After it was installed, because of insufficient power, 
there was no way to operate the machine in a normal manner. In the second 
quarter of this year, the power sector, basing itself on the Party Central 
Committee's “expand light and textile industries by every means possible,” 
repeatedly tapped latent power sources. This practice was also promoted 
by the heavy industrial enterprises and by conserving a little here and 
saving a little there, the Silk Print Plant No 2 got its 200 kilowatts. 
On 5 June, the machinery began normal operations and in one short month 
the plant increased its production value to 4,940,000 yuan. 


Are heavy industry and the “rich” power consumers conserving power? Of 
course, and to a considerable extent. The question is whether or not they 
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can work in the overall interest. The major “energy tiger,” Shanghai 
Ferroalloy Plant, which has 22 large, medium and small electric furnaces, 
uses 3.44 percent of the city’s power. Im recent years, this plant has 
tried every possible means to conserve energy. In 1977, they saved 

more than 3,300 kilowatts and in 1978, they saved more than 5,800 kilo- 
watts. In the first half of this year, they conserved 2,463 kilowatts. 
It goes without saying that this support to the light and textile indus- 
tries can generate obvious wealth for the state. On the other side of 
the coin, a large plant in the Minhang Industrial Park requestec more 
than 1000 kilowatts from the power sector for the production of important 
products. After they got this power they did not use for the production 
of important products but instead squandered it in other areas. Based 
on reports of the concerned organs, if the metal finishing shops of the 
plant put on more night shifts, cut back on the amount of power consumed 
during the daytime and increased the evening power usage a little, then 
the full 1000 kilowatts could be relinquished. This power could then be 
given to the clothing industry to make clothes for export worth one 
million U.S. dollars a month. The two big concerns of Shanghai Ferroalioy 
and Minhang are a study in sharp contrasts. In actual fact, if all the 
enterprises in the city were to follow the example of the Shanghsi 
Ferroalloy Plant, concentrate on the overall situation, develop their 
work style and follow the power consumption guidelines of the State Coun- 
cil and the Municipal Revolutionary Committee, then the supply of power 
to the light and textile industries would no longer be idle talk. 
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LIGHT INDUSTRY 


BRIEFS 


SHANGHAI CLOTHING INDUSTRY--Shanghai's clothing manufacturing industry is 
carrying out technical innovations and expansion projects to boost produc- 
tion of garments for export. In the first 5 months of this year, output 

of clothing went up 46 percent and that of shirts alone, 52 percent. When 
current expansion projects are completed, they will provide several thousand 
more jobs for educated youths. This year the industry is expected to earn 
$30 million more in foreign exchange than last year. [Beijing Domestic 
Service in Mandarin 2230 GMT 7 Jul 79 OW] 


HEILONGJIANG FLAX INDUSTRY--Over the past 2 years, Lanxi County, Heilongjiang, 
has set up 16 enterprises processing flax and has produced 5.6 million yuan's 
worth of flaxen products. [Harbin Heilongjiang Provincial Service 

in Mandarin 2200 GMT 11 Aug 79 OW] 


HUNAN SURPLUS LABOR--Changsha, 5 Aug--Ningxiang County, Hunan Province, has 
made strides in distributing its surplus labor force to develop local re- 
sources in a rational manner. Ningxiang County has a population of 1.08 
million and 1.22 million mu of arable land. It is a county with a large 
population and small acreage of farmland. The surplus labor forces have 
been organized to run leather factory,light bulb factory and to process 
timber and grow tangerines. More than 1,200 people have been trained to 
grow tangerines, raise rabbits and process tea. Another more than 

22,000 people have been diverted to run commune enterprises. [Beijing 
XINHUA Domestic Service in Chinese 0241 GMT 5 Aug 79 OW] 


LIAONING LIGHT INDUSTRY--In readjusting the national economy, the output of 
light industry and textile industry of Liaoning Province rises month after 
month. As compared with the same period last year, the output of 16 out 
of 23 kinds of principal products increased by a great margin in the first 
half of this year. Among these products, the output of bicycles increased 
by 20.4 percent, sewing machines increased 48.1 percent, cotton increased 
22.8 percent, cotton cloth increased 9.6 percent and black-and-white 
television sets increased more than three times. Over 5,800 new varieties 
and designs of products had been trial-produced or put into operation and 
the quality of these products has improved steadily. Of the seven quality 
indexes of the textile industry, six of them improved over last year, 
[Shenyang Liaoning Provincial Service in Mandarin 1100 GMT 8 Jul 79 SK] 
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CAPITAL CONSTRUCTION 


PROPER BALANCE BETWEEN PRODUCTION, CONSTRUCTION IN MAKING READJUSTMENT 
Beijing GUANGMING RIBAO in Chinese 12 May 79 p 4 
[Article by Li Yue [2621 1878] and Sun Tong [1327 1749]] 


[Text] For many years the scale of capital construction has been overly 
large, exceeding the actual possibilities of available physical and finan- 
cial resources, putting pressure on production and creating a serious inm- 
balance in the proportional relationship between production and construc- 
tion. At present improving the balance of production and construction is 
an important part of the policy to thoroughly readjust the national economy 
and has important significance for accelerating the realization of the four 
modernizations and promoting the stable and continuing high speed develop- 
ment of the national economy. 


I. Fully Recognize and Grasp the Intrinsic Relationship Between Production 
and Construction to Promote a Favorable Production and Capital Construction 
Cycle. 


The intrinsic relationship of production and construction is a unified rela~- 
tionship of opposites which promote each other and restrain each other. The 
aspect of mutual promotion and mutual unity is mainly manifested in the fact 
that the general level of production for a period depends on the scale of 
existing production and how much increased productive forces can be created 
through capital construction within that period. The faster existing pro- 
duction develops the better the expansion of the scale of capital construc- 
tion can supply more goods and capital. The larger the scale of capital 
construction the greater the increased production forces created and the 
more possible it is to expand the promotion of existing production. Thus, 

a favorable cycle is created between production and construction. 


As Marx has said, “Some things over a long period of time are heavy users 
of labor and means of production but during this period do not provide any 
useful goods; on the other hand, another production branch may use labor 
and means of production often or continuously over a year's time, but also 
supply means of livelihood and means of production. On the basis of pro- 
duction publically-owned by society, it is necessary to determine on what 
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scale to carry out the former so that it will not harm the latter." (COM- 
PLETE WORKS OF MARK AND ENGELS, Vol 24, pp 396-397.) Capital construction 
belongs to the former category mentioned by Marx and production to the 
latter category. Mutual restraint and mutual opposition exists between 
these two. If the scale of capital construction is too great, the battle- 
line will be stretched too long and it will of necessity use too much man- 
power, material and finances. This puts pressure on production and the 
market, so that existing productive forces cannot be fully developed and 
the development of production will be damaged. On the other hand, if pro- 
duction cannot be calculated accurately and the economic results are 

not heeded, it will also use too much manpower, materials and money and 
can also put pressure on capital construction and influence the expansion 
of construction. If the relationship between these two is not properly 
balanced, it can create a vicious cycle between production and construc- 
tion. 


The period of China's first five-year plan and the period 1962-1965, periods 
of thorough adjustment, consolidation, replenishment and improvement were 
periods of rapid economic development. In these two periods, the balance 
between production and construction was handled rather well, and there was 
favorable cycle between production and construction. In the period of the 
first five-year plan the gross value of industrial production increased 
annually by approximately 18 percent, and over the 5 years increased 128.4 
percent. New fixed industrial assets in the 5 years amounted to 20.6 bil- 
lion yuan. During the period of the "Eight Character" policy, industrial 
and agricultural production continued to increase at a high speed and the 
ratio of new fixed assets created by capital construction was rather high. 


However, unlike the two periods previously mentioned, from 1958 to 1960, 
and especially during the 10 years of the Great Proletarian Cultural Revolu- 
tion, owing to the disturbances and sabotage of Lin Biao and the “gang of 
four,” plus the shortcomings in our work in which we overlooked the aspects 
of mutual stimulation and mutual restraint which exist between production 
and construction, a good baiance between the two was not maintained and a 
vicious cycle appeared. That is: on one hand, because the scale of capi- 
tal construction was too great it created a shortage of materials and 
capital so that many projects were started but few were finished, construc- 
tion times were long, building costs were high, and many investments made 
which did not become productive forces for a long time. That quite a few 
of the individual engineering projects and the large and medium sized 
projects could not be finished and put into production in accordance with 
the plan was directly due to the fact that materials and equipment could 
not be supplied. Thus the fact that capital construction could not supply 
the increased fixed assets for increases in production directly influenced 
the development of production. On the other hand, also just because the 
scale of capital construction was too great, production was hard-pressed in 
terms of resources and capital, thus within a week existing enterprises 
would shut down for 3 days and work 4, or would start shut down for 4 days 
and work 3, and in some cases new plants would be opened and old ones 
closed. Thus production could not supply the resources and capital for 
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capital construction, but on the contrary adversely influenced the develop- 
ment of capital construction. Thus a vicious cycle was created between 
production and construction, slowing down the development of the entire 
national economy. After the "gang of four" was smashed, in the past 2 years 
our rate of economic development has been faster. However, the imbalance 
between capital construction and production created in the past still has 
not been entirely changed. If we want to ensure the stable and continued 
high speed development of the national economy we must completely understand 
and control the intrinsic relationship between production and construction 
and, in the process of adjustment, change the vicious cycle which still 
exists between production and construction into a favorable cycle. 


II, We Must Fully Understand and Develop the Basic Role Played by Produc- 
tion in Construction and Thoroughly Implement the Principle of Production 
First, Capital Construction Second. 


To shift from a vicious cycle to a favorable one, it is necessary to fully 
understand and give play to the fundamental role of production with regard 
to capital construction. Production is the foundation of capital construc- 
tion. This is determined by the principle that simple reproduction is the 
foundation of expanded reproduction. There can be no expanded reproduction 
if simple reproduction cannot be maintained. Only when simple reproduction 
is maintained first can we discuss expanded reproduction on this foundation. 
The normal operation of existing production is the major means of maintain- 
ing simple reproduction and capital construction is the main road to ex- 
panded reproduction. The normal operation of existing production is the 
primary means of maintaining simple reproduction, and capital construction 
is the primary avenue to expanded reproduction. Maintaining the normal 
operation of existing production is a prerequisite and starting point for 
capital construction. At the same time we must note that existing produc- 
tion is an important aspect of expanded reproduction. This is because the 
technical and economic activity of continuously improving industrial and 
agricultural enterprises, strengthening planning and economic and techno- 
logical management, improving production organization and labor organization, 
and adopting new technologies, new techniques, new energy sources and new 
raw materials can also expand the scale of production and raise the level 
of production. In particular, the production level of the annual plan re- 
lies mainly on uncovering existing potential, innovation, reform and reor- 
ganization for its success. 


Precisely because production is the foundation of capital construction, in 
allocating and using resources and capital it is necessary to carry out 
thoroughly and conscientiously the principle of production first, capital 
construction second. Production's fundamental role in construction is 
shown mainly in that after the material goods necessary for existing pro- 
duction (including the means of production and the means of subsistence) 
have been satisfied, the remaining material goods are the materia! base 
and conditions for capital construction and they determine the scaie and 
quality of capital construction. Only by arranging the scale of capital 
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construction on the basis of this principle is it possible to guarantee 
that capital construction will not impede production, but rather promote 
its development. Furthermore, production can then create even better 
material conditions for capital construction and promote its development. 
Thus, a favorable cycle is created between production and construction. 
Otherwise, it will only give rise to a vicious cycle. 


Practice proves that because the goods and capital required for capital 
construction are all supplied by production, while production itself also 
consumes comsiderable quantities of goods and capital, so generally the 
rate of increas: in investment in capital construction cannot exceed, but 
must be lower than the rate of increase of the production of the means of 
production. In particular it should not exceed the rate of growth of the 
production of the coal, electricity, petroleum and construction materials 
industries. 


III. We Must Fully Uncover the Potential of Production and Capital Con- 
struction and Pay Close Attention to Economic Results. 


Both production and capital construction demand adherence to the principle 
of *z2ast expenditure and most management with the least consumption of 
labor to get the greatest economic results. Only when production can sup- 
ply the means of production and means of subsistence quickly and cheaply 
do the conditions exist for expanding the scale of capital construction; 
only when capital construction can create new production capability quickly 
and cheaply can the conditions exist for a large increase in the level of 
production. Therefore, to balance production and construction and create 

a favorable cycle, our production and construction work must be done care- 
fully for the most effective use of manpower, materials and money. 


In readjustment, particular attention should be given to uncovering produc- 
tion potential, for in this way even greater economic results can be ob- 
tained. This is because in a situation where financial resources and phys- 
ical resources are limited, and especially when the supply of material 
goods is insufficient, adopting methods to uncover production potential 

can secure greater economy of investment and speed of results to satisfy 
needs in these areas better than any form of capital construction. Uncover- 
ing productive potential to raise the general level of production in the 
plan period can correspondingly reduce the production tasks borne by capi- 
tal construction. The greater the role of existing production, the faster 
production develops, and at the same time that there are appropriate inm- 
provements in people's standard of living, the more it is possible to 
accumulate even more capital to expand the scale of capital construction. 
At present the potential of production is tremendous, but still nearly 
one-third of business management work is very chaotic, order is still not 
back to normal, the production technology and economic quotas of many 
enterprises still have not reached the enterprise's best previous level 

and compared with advanced levels, the discrepancy is very great. We 
should launch a widespread campaign to increase production and practice 
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economy. In existing enterprises we should send our limited fuel, elec- 
tricity, raw materials and capital to satisfy those enterprises whose 
products are needed by society and are of gocd quality, low cost and high 
profit so that they can have all they need to produce at maximum capacity. 


The potential of capital construction is also tremendous. If only we can 
maintain the principle of national coordination and shorten the capital 
construction front based on national financial and material capacity, put 

a resolute stop to those projects which lack the proper conditions and 

are not urgent and assure that those key projects which benefit the read- 
justment of proportional relationships and meet national needs can be ac- 
celerated and put into production in terms of quality and quantity and on 
time. In this way the investment of similar financial and material capacity 
can play a much greater role. We should concentrate our main energies on 
improving agriculture, increasing appropriately the proportional investment 
in light industry and developing those light industries which produce quick 
results with small investments. In heavy industry we should emphasize pro- 
duction and construction in coal, electricity, petroleum, transportation 
and building materials. 


In readjustment, whenever remodeling, expansion or new construction can 
satisfy the same needs, remodeling and expansion should be adopted first. 
Remodeling and expanding existing enterprises can fully utilize the exist- 
ing foundation and can save a large volume of capital construction prepara- 
tory work. Thus what is necessary is economy of investment, speed of con- 
struction and good results. Based on calculations from concerned parties, 
remodeling or expansion of existing enterprises can save 30 to 40 percent 
compared to new construction and the investment return period is much 
shorter. The investment return period in general for new construction of 
an iron and steel enterprise is 10-13 years, but that for remodeling and 
expansion is only 6-8 years. However, when remodeling or expansion does 
not satisfy needs or the adoption of remodeling or expansion is not as 
economically reasonable as new construction, new construction should be 
adopted. This is particularly the case among industrial branches which 
are presently in short supply or are weak links such as fuels, electricity, 
communications, transport and building materials. In readjustment, we must 
go forward, not back, and up, not down. 


Of course, in readjustment, improving the balance between production and 
construction is not limited to these aspects. If only we conscientiously 
summarize our own positive and negative experiences and learn from the 
good experience of foreign countries, in 2 or 3 years we can certainly 
readjust the relations between production and construction, correct the 
balance between production and construction, and promote the stable and 
continuous high speed development of our national economy. 
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CAPITAL CONSTRUCTION 


BRIEFS 


BEIJING CAPITAL CONSTRUCTION--In the first half of this year, the capital 
construction front in Beijing scored comparatively better results in the 
movement to increase production and practice economy. The amount of 
investment fulfilled in the first half of this year increased by 31 percent 
over the corresponding period of last year. Construction of 6,920,000 
square meters of housing areas is proceeding during this period, an increase 
of 54 percent over the corresponding period of last year. Some 800,000 
square meters has already been completed, an increase of 133 percent over 


the corresponding period of last year. [Beijing City Service in Mandarin 
2300 GMT 21 Jul 79 HK) 


HEILONGJIANG CONSTRUCTION PROJECTS--Seven key construction projects are 
under way in Heilongjiang Province. They include the Daxian No 2 lubri- 
cant plant, the Heilongjiang (?gear) plant, the Harbin cement plant and 
the Xinhua power plant. [Harbin Heilongjiang Provincial Service in 
Mandarin 1100 GMT 27 Jul 79 OW] 








DOMEST.C TRADE 


BRIEFS 


YUNNAN RURAL TRADE MEETING--The Yunnan Provincial Industry and Commerce 
Administrative Bureau recently held a meeting in Kunming which was attended 
by the directors of the industry and commerce bureaus of the whole province. 
The meeting discussed the questions of making arrangements for this year's 
work. The meeting demanded: "The industry and commerce administrative 
aepartmerts must put support of the development of industrial and agricul- 
tural production in the first place. This is the main hallmark for measur- 
ing whether their work is good or bad.” The meeting laid stress on dis- 
cussing policy questions on rural trade fairs. Having dealt with the 
excellent situation of rural trade fairs, the meeting held: "Under the 
influence of the ultraleftist line of Lin Biao and the “gang of four,” 
rural trade fairs were not prosperous enough. This is the current main 
issue to which the attention of the masses must be drawn." The meeting 
held: “To make rural trade fairs still better serve the general task for 
the new period, we must continue to criticize the ultraleftist line of 

Lin Biao and the ‘gang of four’ and eliminate the incorrect idea of pre- 
ferring left to right which exists among the personnel in charge of rural 
trade fairs. In accordance with objective economic laws, we must act 

and lay the work emphasis on support of the development of industrial 

and agricultural production." [Kunming Yunnan Provincial Service 

in Mandarin 2315 GMT 10 Aug 79 HK) 
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TRANSPORTATION 


BRIEFS 


LIAONING STEVEDORING--Dalian port office recently improved the crowded 
situation of ships by clearing out stockpiled goods from warehouses and 
implementing a new transportation system. From 16 May to 30 June, the 
number of ships waiting to be unloaded at Dalian was reduced from 

47 to 26, and stockpiled imported goods were reduced from 408,000 tons 
to 283,000 tons. [Shenyang Liaoning Provincial Service in Mandarin 
1100 GMT 21 Jul 79 SK] 
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